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TRADE AGREEMENTS EXTENSION ACT OF 1951 


FRIDAY, MARCH 16, 1951 


Unitep Srares SENATE, 
CoMMITTEE ON FINANCE, 
Washington, D.C. 

The committee met, pursuant to call, at 10:10 a. m. in room 312, 
Senate Office Building, Senator Walter F. George (chairman) 
presiding. 

Present: Senators George, Kerr, Frear, Millikin, Martin, and 
Williams. 

Also present: Mrs. Elizabeth B. Springer, chief clerk, and Serge 
Benson, minority professional staff member. 

The CuatrmMan. The committee will come to order, please. 

Have you anything in the way of a formal statement you wish to 
make at this time? 


STATEMENT OF WINTHROP G. BROWN, DIRECTOR, OFFICE OF 
INTERNATIONAL TRADE POLICY, DEPARTMENT OF STATE; AC- 
COMPANIED BY LEONARD WEISS, ASSISTANT CHIEF OF COM- 
MERCIAL POLICY STAFF, DEPARTMENT OF STATE 


Mr. Brown. No, Mr. Chairman, I have not at this time. I have 
two further documents which were requested, one a statement of the 
countries with which we have trade agreements, a statement of the 
parties to the GATT as they are now and will be when Torquay is 
concluded, and a list of the delegation to the Torquay Conference 
with some biographies of the people on the delegation. 

I think that completes the material that we have been asked to pro- 
vide. The rest of it has already been given to the committee. 

The Cuarrman. You may file this for the record. 

(The two documents referred to above are as follows:) 


CONTRACTING PARTIES TO THE GENERAL AGREEMENT OF TARIFFS AND TRADE AT THE 
CONCLUSIONS OF THE TORQUAY NEGOTIATIONS 


There are at present 31 contracting parties, including the United States, to 
the General Agreement on Tariffs and Trade. Trade agreements between the 
United States and 14 countries not now contracting parties to the General 
Agreement, concluded under the Trade Agreements Act of 1934 as amended, 
are now in effect. The United States also has a trade agreement with the 
Republic of the Philippines, concluded under the Philippine Trade Act of 1946. 

Seven new countries are now negotiating at Torquay for accession to the 
General Agreement. These countries are: 


Austria Peru 

Federal Republic of Germany Republic of the Philippines 
Guatemala Turkey 

Korea 
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The United States now has trade agreements with four of these seven— 
Guatemala, Peru, Republic of the Philippines, and Turkey. The United States 
is not negotiating with the Republic of the Philippines at Torquay. 

With the successful conclusion of the Torquay negotiations there will be 38 
contracting parties to the General Agreement and the United States will have 
trade agreements with a total of 49 countries, including the Republic of the 
Philippines. 


CALENDAR OF TRADE AGREEMENTS 


Listed below are the countries which are parties (except as noted), to 
reciprocal-trade agreements concluded, on the part of the United States, under 
the provisions and authority of the Trade Agreements Act of 1934 as amended 
and extended. Those countries which became contracting parties to the General 
Agreement on Tariffs and Trade at Geneva, Switzerland, in 1947, are indicated 
by the symbol (G); countries which became contracting parties to the general 
agreement as a result of the negotiations at Annecy, France, in 1949, are 
indicated by the symbol (A); countries listed without symbols are countries 
with which the United States concluded bilateral trade agreements before the 
gencral agreement, and which are not parties to the general agreement. 


. > Date Date . * Date Date 
Country concluded effective Country concluded | effective 

Argentina Oct. 14, 1941 Nov. 15, 1941 Indonesia (G Oct. 30,1947 | Jan. 1, 1948 
Australia (G) Oct. 30,1947 | Jan. 1, 1948 Iran Apr. 8,19483 | June 28, 1944 
Belgium (G) ....do Do Italy (A) Oct. 10,1949 | May 36, 1950 
Brazil (G) i do July 31, 1948 Lebanon (G) 8 Oct. 30,1947 | July 30, 1948 
BN OED ccc ck clonwntele:. July 30,1948 || Liberia (A) Oct. 10,1949 | May 20, 1950 
Canada (G do Jan. 1,1948 Luxemburg (G) OM. 30,1947 | Jan 1, 1948 
Ceylon (G do July 30,1948 || Mexico * Dec. 23,1942 | Jan. 30, 1943 
Chile (G do Mar. 16, 1949 Netherlands (G) 5 Oct. 30,1947 | Jan. 1, 1948 
China (G) do May 22, 1948 New Zealand (G do July 31, 1948 
Costa Rica! | Nov. 28, 1936 Aug. 2,1937 Nicaragua (A Oct. 10,1949 | May 28, 1950 
Colombia ? Sept. 13,1935 | May 20, 1936 Norway (G Oct. 30,1947 | July 11, 1948 
Cuba (G) Oct. 30,1947 | Jan. 1, 1948 Pakistan (G) do July 31, 1948 
Czechoslovakia (G do Apr. 21, 1948 Paraguay Sept. 12,1946 | Apr. 9, 1947 
Denmark (A Oct. 10,1949 | May 28, 1950 Peru May 7,1942 | July 29, 1942 
Dominican Repub- Southern Rhodesia 

lie (A) _. do May 19, 1950 (G Oct. 30,1947 | July 12, 1948 
Ecuador._.___- Aug. 6,1938 | Oct. 23,1988 || Sweden (A) Oct. 10,1949 | Apr. 30, 1950 
E] Salvador Feb. 19,1937 | May 31,1937 || Switzerland Jan. 99,1936 | Feb. 15, 1936 
Finland (A : Oct. 10,1949 | May 25,1950 | Syria (G) Oct. 36,1947 | July 31, 1948 
France (G Oct. 30,1947 | Jan. 1,1948 || Turkey. Apr. 1,1939 | May 5, 1939 
Greece (A : ; Oct. 10,1949 | Mar. 9, 1950 Union of South | 
Guatemala Apr. 24,1936 | June 15, 1936 Afriea (G) Oct. 30,1947 | June 14, 1948 
Haiti (A E Oct. 10,1949 | Jan. 1, 1950 United Kingdom 
Honduras Dec. 18,1935 | Mar. 2, 1936 (G) do Jan 1, 1948 
Teeland Aug. 27,1943 | Nov. 19, 1943 Uruguay July 21,1942 | Jan 1, 1943 
India (G) ks Oct. 30,1947 | July 9,1948 || Venezuela : Nov. 6,1939 | Dec. 16, 1939 


1 China withdrew from the general agreement, effective May 5, 1950 
2 Terminated by joint agreement as of Dec. 1, 1949 
Lebanon withdrew from the general agreement, effective Feb. 25, 1951. 
rminated by joint agreement as of Dec. 31, 1950 
he Netherlands negotiated concessions on behalf of the Netherlands Indies at Geneva in 1947; the 


Republic of Indonesia, on Feb. 24, 1950, was recognized as a contracting party to the general agreement in 
its own right 








Unirep STates DELEGATION TO THE THIRD SET OF TARIFF NEGOTIATIONS BY THE 
CONTRACTING PARTIES TO THE GENERAL AGREEMENT ON TARIFFS AND TRADE, 
TORQUAY, ENGLAND, SEPTEMBER 28, 1950 


Chairman: Willard L. Thorp, Assistant Secretary of State for Economic Affairs. 
Alternate Chairman: Winthrop G. Brown, Director, Office of International Trade 
Policy, Department of State. 
Vice Chairman: Carl D. Corse, Chief, Commercial Policy Staff, Department of 
State. 
Trade Agreements Committee: 
Carl D. Corse, Chairman, Department of State 
Vernon L. Phelps, Alternate Chairman, Department of State 
Robert B. Schwenger, Department of Agriculture 
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Trade Agreements Committee—Continued 
(Mrs.) Louise Butt, Alternate, Department of Agriculture 
Thomas R. Wilson, Department of Commerce 
Harold P. Macgowan, Alternate, Department of Commerce 
Prentice Dean, Department of Defense 
Hubert Havlik, Economic Cooperation Administration 
Milton Blick, Alternate, Economic Cooperation Administration 
Philip Arnow, Labor Department 
Betti Goldwasser, Alternate, Labor Department 
Walter W. Ostrow, Alternate, Treasury Department 
Dana Durand, Tariff Commission 
Ben Dorfman, Alternate, Tariff Commission 
Paul A. Unger, Department of the Interior 


Advisers : 


George Bronz, Treasury Department 

W. R. Johnson, Bureau of Customs 

Paul Kaplowitz, Tariff Commission 

Walter Hollis, Department of State 
Negotiating teams: 


A 


II. 


III. 


Ne 


VI. 





United Kingdom: 
Charles F. Baldwin, Head 
James H. Lewis, Deputy Head 
Ben Dorfman 
Frank Gonet 
(Mrs.) Deane M. Grady 
Kathleen Molesworth 
Wentworth Peirce 
Dexter V. Rivenburgh 
Canada: 
Charles F. Baldwin, Head 
Constant Southworth, Deputy Head 
Richard Black 
Allen H. Garland 
Fred A. Motz 
William H. Myer 
Carl Whelan 
Australia, New Zealand, and South Africa: 
Charles F. Baldwin, Head 
Albert FE. Clattenburg, Jr., Deputy Head 
Martin B. Dale 
Richard Roberts 
(Mrs.) Musedorah Thoreson 
Carl Whelan 
s,elzgium, Indonesia, Luxemburg, and Netherlands: 
Patten D. Allen, Head 
Walter Buchdahl 
(Mrs.) Louise Butt 
Willard Kane 
Hyman Leikind 
John F. Shaw 
France: 
Daniel J. Reagan, Head 
Willard Kane 
John H. Kean 
Hyman Leikind 
George L. Robbins 
C. Thayer White 
Germany: 
Knowlton Hicks, Head 
Karl H. Koranyi 
Stanley Mehr 
Earle Winslow 
Ernest Wolff 
Henry Wyner 
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Negotiating teams—Continued 
VII. Austria, Denmark, Italy, Norway, Sweden: 
John M. Kennedy, Head 
Robert P. Donogh 
Ben Dorfman 
Frank Gonet 
John H. Kean 
Karl H. Koranyi 
David Lynch 
Carlisle C. MeIvor 
Stanley Mehr 
John Montgomery 
George Reeves 
Earle Winslow 
Ernest Wolff 
VIII. India, Korea, and Turkey: 
Francis Lincoln, Head 
Celia F. Herman 
David Lynch 
George Reeves 
George L. Robbins 
(Mrs.) Louise Sissman 
IX. Cuba and Dominican Republic: 
Merwin Bohan, Head? 
(Mrs.) A. H. Hood 
Anthony Kenke!l 
Percy K. Norris 
Enoch W. Skartvedt 
X. Brazil and Peru: 
Merwin Bohan, Head? 
William A. Conkright, Deputy Head 
William F. Gray 
Allyn C. Loosley 
Elizabeth McGrory 
Percy K. Norris 
Anthony J. Poirier 
Secretariat: 
Executive Secretary : Frederick D, Hunt, Department of State. 
Technical Secretary: (Mrs.) Margaret H. Potter, Department of State. 
TAC Secretariat: 
Margaret McCoy 
Louise M. Rovner 
Members of the Secretariat: 
(Mrs.) Mildred N. Blaich 
Marian Boswell 
Gladys Bradley 
Marion Bush 
Helen Coon 
Edna C. Davis 
Gladys Deitz 
(Mrs.) Mary Delaney 
Lillian Dolgin 
Bernadette Garges 
Lea Gaulin 
Jeanette Hackett 
Eleanor Idol 
Isabel James 
(Mrs.) Leona H. Johnson 
Mary Lipar (documents officer) 
Mary Ellen Long 
Roberta MeCahill 
Jean McClure 
Persia D. Perruso 
Alma Portilla 


ee 


* Replaced in January 1951 by Mr. DuWayne Clark. 
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Secretariat—Continued 
Members of the Secretariat—Continued 

Vivian Reese 
George Riddiford (administrative assistant) 
Nan Stites 
Barbara Ann Walker 
Marietta Waite 
Anna Williams 


SIOGRAPHIES OF CERTAIN MEMBERS OF UNITED STATES DELEGATION TO THE TORQUAY 
TARIFF NEGOTIATIONS 


WILLARD Lone THorP: b. Oswego, N. Y., May 24, 1899; Duluth ( Minn.) Central 
High Sch. grad.; U. S. Army 1918, 2d lt.; Amherst Coll., B. A. 1920; U. of Mich., 
M. A. 1921; Columbia U. Ph. D. 1924; instr. in econ., U. of Mich, 1920-21, Amherst 
Coll. 1921-22; on research staff, Nat. Bu. of Econ. Research, 1923-33; chief 
statistician for N. Y. Bd. of Housing 1925-26; prof. of econ., Amherst Coll., 
1926-33; dir., U. S. Bu. of For. and Dom. Com., 1983-34; chm. of advisory coun- 
cil, Nat. Recovery admin., 1984-35; dir., Consumers Div., Nat. Emergency Council, 
1934: dir. of econ. research for finance co. 1935-45; trustee of utility corp. 1940 
app. deputy to the asst. sec. of state at $8,000 (P-S) in the Dept. of State June 26, 
1945; v. chm., Exec. Comm. on Econ. For. Policy, July 5, 1945; alt. del., Prepara- 
tory Commn., United Nations Food and Agri. Org., Washington, 1946; asst. sec. of 
state for econ. affairs Nov. 15, 1946; U. S. rep. in ECOSOC 1947—; chm. U. 8. del., 
Rubr Coal-Production Talks, Washington, 1947; alt. U. S. rep., 2d sess. of Gen. 
Assembly, United Nations, Flushing Meadows, 1947; U. S. del., World Statistical 
Cong., Washington, 1947; U. S. del, U. S.-U. K. Meetings on Bizonal Arrange- 
ments for Germany, Washington, 1947; U. S. rep., Intergovernmental Working 
Party on the Safeguarding of For. Interests in Germany, Paris, 1948; mem., 
U. S. Nat. Commn., Pan-Am. Ry. Cong. Assn., June 14, 1949—; U.S. rep., 9th sess., 
ECOSOC, Geneva, 1949; alt. U. S. del., extraordinary sess., Inter-Am. Econ. and 
Social Council, Washington, 1950; U. 8S. rep., 10th sess., ECOSOC, Lake Success, 
1950; married. 

WIntTHROP GILMAN Brown: b. Seal Harbor, Maine, July 12, 1907; St. Paul's 
Sch. grad.: Yale U., B. A. 1929, LL. B. 19382; mem. of bar of N. Y.:; law clk, 1932 
38, mem. 1938—41 of legal firm; att., Lend-Lease Admin., June-Nov. 1941; exec. 
officer, Harriman Mission and Mission for Econ. Affairs, London, 1941-45; app. 
chief, Div. of Cml. Policy, Dept. of State, July 26, 1945; chm., Trade Agreements 
Comm., 145-48; mem., Comm, for Reciprocity Information, 1945-48; U. S. del., 
2d meeting of the United Nations Preparatory Comm., Int. Conf. on Trade and 
Employment, Geneva, 1947; dir., Office of Int. Trade Policy, June 13, 1948. 

CarL D. Corse: b. Verndale, Minn., Nov. 20, 1907; Central High Sch. (Minneap- 
olis) grad.; U. of Minn., B. B. A. 1930, M. A. 1935; instr. and research asst. in 
econ., accounting, and statistics, U. of Minn., 1930-35, 1938-39; field investigator, 
Treas. Dept., Sept. 1984; econ. analyst, Dept. of State, 1935-38; divisional asst. 
July 10, 1939; mem., Shipping Priorities Advisory Comm., 1942-45; asst. chief, 
Div. of Cml. Policy, June 24, 1944; v. chm., U. S. del, 2d meeting, Exec. Comm., 
Interim Commn. for ITO, Geneva, 1948; assoc. chief, Div. of Cml. Policy, Oct. 17, 
1948; act. chief, Mar 29, 1949; chief, Cml. Policy Staff, Oct. 3, 1949; chm., Trade 
Agreements Comm., 1949-; mem. Comm. for Reciprocity Information, 1949; 
married. 

VERNON LOVELL PHELPS: b. Kaneville, Ill., Oct. 21, 1900; Kaneville High Sch. 
grad.; U. of Ill... B. S. 1928, M. S. 1929; research fellow, Brookings Inst., 1935-36; 
U. of Pa., Ph. D. 1987; teacher in high sch, 1923-24, 1928-29; sales-promotion 
work 1926-27; instr. in econ., Lafayette Coll., 1929-34; instr. in merchandising, 
Wharton Sch., U. of Pa., 1984-35; agri. economist, Dept. of Agri., 1936-37; app. 
econ. analyst in the Dept of State Oct. 7, 1937; divisional asst. July 1, 1939; asst. 
chief, Div. of Cml, Policy, June 24, 1944; adviser on European cml. affairs Feb. 
24, 1946; asst. chief, Cm]. Policy Staff, Oct. 19, 1949; married. 

WaLrter Hous: b. Newton Highlands, Mass., July 30, 1908; Charlton High Sch. 
grad.; Clark U., A. B. 1980; Columbia U., A. M. 19383; LL. B. 1936; mem. of bar 
N. Y.; asst. in legal firm 1986-42; app. divisional asst. in the Dept. of State April 
1, 1942, May 16, 1944, Mar. 13, 1946; atty. adviser May 30, 1948; married. 

CHARLES FRANKLIN BALDWIN: b. Zanesville, Ohio, January 21, 1902; high- 
sch. grad.; Georgetown U., B.S. 1926; trade commr. with U. S. Govt. 1927-30; 
asst. chief of div., Dept. of Com., 1930-32; admin. asst., U. S. Shipping Bd. Bu., 
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1932-35 ; rep. for credit assn. 1935-41; U. S. Navy 1941-45, comdr. overseas ser. ; 
app. eml. att. in the For. Ser. Auxiliary and ‘assigned at Santiago Apr. 16, 1945; 
at Oslo May 31, 1946; For. Ser. Reserve Officer of class three Nov. 13, 1946; For. 
Ser. officer of class two, cons. of career, and sec. in the Diplo. Ser. July 28, 1947: 
1st sec. and cons, at Oslo Aug. 23, 1947; couns. of emb. for econ. affairs at Oslo 
Dec. 22, 1947; For Ser. officer at Trieste Nov. 15, 1948; couns. of emb. for econ, 
affairs at London, temp., Jan. 6, 1950; married. 

James Histrep Lewis: b. Carbondale, Pa., Dec, 18, 1912; Coughlin High Sch. 
(Wilkes-Barre) grad.; George Washington U., A. B. 19385, A. M. 1939; student 
asst. in pol. sci., George Washington U., 1934-36; app. clk. in the Dept. of State 
Mar. 18, 1936; econ. analyst Feb. 16, 1988; divisional asst. July 1, 1939; jr. econ. 
analyst at London Apr. 7, 1942; division asst. in the Dept. of State Mar. 1, 
1944; for. affairs specialist Mar. 21, 1945; country specialist Jan. 12, 1947; 
act. asst. Chief of British Commonwealth and Empire branch, Div, of Cml. 
Policy, Jan. 21, 1948: Technical Secretary, U. S. Del., Third Session of Con- 
tracting Parties to GATT, Annecy, France, April-September 1949; Economic 

Officer, BNA, Oct. 1949; married. 

CONSTANT SoutHworTH: b. Duluth, Minn., August 12, 1894; private sch. in 
Germany; Phillips Exeter Acad. grad.; Harvard U., A. B. 1915; Georgetown U. 
Sch. of For. Ser. 1920-22; Brookings Grad. Sch. of Govt. and Econ. Ph. D. 1929; 
U. S. Army 1948, 2d It.; engineer for construction co. 1915-17; econ. and statis- 
tical research for bank 1917-20, Tariff Comm. 1920-21, Dept. of Com. 1921-22, 
1926-27, 1928-1933, = Brookings Inst. 1923; asst. dir., educational assn., 
1927-28 ; code adviser, Nat. Recovery Admin. 1933-36; econ. analyst 1936-39 and 
divisional asst. 1939 11, Dept. of State; econ. analyst, Office of Price Admin., 
1941-42; app. divisional asst. in the Dept. of State Oct. 1, 1942; country specialist 
Sept. 29, 1944; act. asst. chief, Div. of Cml. Policy, Mar. 21, 1949; Economic 
Officer, BNA, Oct. 1949; married. 

ALBERT EpWIN CLATTENBURG, JR.: b. Philadelphia, Pa., Sept. 16, 1906; Chest- 
nut Hill Acad. grad.: U. of Pa., A. B. 1928; app. For. Ser. Officer unclass. and 
v. c. of career Mar. 26, 1929; assigned to the For. Ser. Sch. July 1, 1929; v. e¢. 
at Athens Sept. 13, cent at Patras temp., Mar. 16, 1931; at Athens May 16, 1931; 
at Batavia July 20, 1935; sec. in the Diplo. Ser. Apr. 25, 1936; class eight June 1, 
1937 ; cons. and cons. ae Batavia June 17, 1937; at Hi mburg Feb. 24, 1989 (can- 
celed) ; class seven Apr. 1, 19389; to the Dept. Oct. 12, 1939; act. asst. chief, 
Special Div., Oct. 31, 1941; asst. chief Mar. 28, 1942; class six June 1, 1942; asst. 
chief, Special War Problems Div., Jan. 15, 1944; at $6,500 (P-7) in the Dept. 
of State Jan. 17, 1944; asst. chief, Special Projects Div., Oct. 3, 1945; chief, 
P-8, July 28, 1946; dept. rep. on Interdepartmental Shipping Comm., 1946—-; 
chm. U .S. del., Meeting of Int. Red Cross Comm., Geneva, 1947; For. Ser. 
officer of class three, cons. of career, and sec. in the Diplo. Ser. May 14, 1947; 
ist sec. and cons. at Lisbon Oct. 20, 1947: married. 

PATTEN DANGAIUX ALLEN: b. Easthamton, N. Y., June 10, 1906; Flushing High 
Sch. grad.; Ecole des Roches and U. of Tours, France, 1921-22; Colegio San 
Luis, Spain, and tutor in Italy, 1922-23; Dartmouth Coll., A. B., 1926; teacher in 
French sch. 1 yr.; asst. stylist for retail store and research asst. for advertising 
co., 1928; chief supervisor for insur. co., 1929-47: organizational consultant, 
War Production Bd., 1942—48; U. S. Navy, 1944—45, It.; sr. econ. analyst in the 
For. Ser. Auxiliary, 1945-46; app. For. Ser., officer of class three, cons. of career, 
and sec. in the Diplo. Ser., March 15, 1947; to the Dept., Apr. 20, 1947; asst. cml. 
att. at Manila, Apr. 21, 1947; Ist sec. and cons. at Manila, Sept. 21, 1948; at Brus- 
sels, Jan. 9, 1950; married. 

DANIEL J. REAGAN: b. Terre Haute, Ind., Sept. 26, 1898: Normal High Sch. 
grad.; Columbia U., B. A., 1916; supt. of mines and mfg. plant, 1912-14; sec.- 
treas. of int. cml. corp. 1917; asst. mgr. of engineering corp, 1917-19; advertis- 
ing mgr. 1919-23; entered Bu. of For. and Dom. Com.,. Apr. 1928 ; app. trade 
commr. at Paris, Aug. 16, 1924; asst. eml. att. at Paris, Apr. 27, 1927; del., Int. 
Road Conf., Paris, 1929; First Int. Cong. of Aerial Safety, Paris, 1930, 6th Cong. 
of the Int. Assn. of Agri. of Tropical Countries, Paris, 1931; Int. Cong. of Wood 
and Sylviculture, Paris, 1931; 7th Int. Cong. of Agri. and Fisheries, Paris, 1931; 
eml. att. at Paris, Jan. 5 , 1939; For. Sec. officer of class three, July 1, 1939; cons. 
and sec. in the Diplo. Se mig Nov. 16, 1939; eml. att. at Vichy, temp., Mar. 25, 1941; 
at Vichy, Oct 1, 1941; Am. mem., Permanent Int. Council and Permanent Int. 
Commn. of Permanent Int. Assn. of Road Congresses, 1940—; eml. att. at Bern, 
Dec, 16, 1941; class two, Feb. 1, 1942; class one, July 16, 1944; to the Dept., Jan. 
», 1945; couns. of leg. for econ. affairs at Bern, Feb. 21, 1945; couns. of emb. for 
econ. affairs at Paris with personal rank of minister, May 4, 1948; retired Jan. 
31, 1950; reinstated as For. Ser. Res. Officer, Sept. 1950; married. 
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KNOWLTON VINCENT Hicks: b. Waterford, N. Y., June 22, 1902; Troy Conserva- 
tory of Music 1914-20; Hamburg U. 1928-80; engineering and clerical work 
1917-23; app. clk in Am. censulate at Ghent Oct. 13, 1923; at Hamburg July 
15, 1924; v. ec. at Hamburg Dec, 17, 1924; app. For. Ser. officer unclass and vy. 
ec. of career Apr. 27, 1927; v. c. at Hamburg May 9, 1927; class eight cons., and 
cons. at Hamburg Feb. 4, 1981; at Giteborg Dec. 17, 19381; at Budapest Aug. 
6, 1934: class seven Oct. 1, 1985; cons. at Vancouver Noy. 13, 1936; sec. in the 
Diplo. Ser. Aug. 17, 1987; cons. at Halifax Jan, 9, 1939; class six Apr. 1, 1939; 
to the Dept. Oct. 3, 1941; asst. chief, Visa Div., March 18, 1942; class five Oct. 
20, 1942; cons. at Naples Mar. 11, 1944; class four May 16, 1945; cons. at Adelaide 
June 19, 1945; For. Ser. officer of class three Nov. 13, 1946; cons. at Sydney 
Mar. 4, 1947; Ist sec. and cons. at Vienna April 20, 1949; cons. gen. Sept. 22, 
1949; cons. gen. at Vienna in addition to duties as Ist sec. Sept. 30, 1949; class 
two Apr. 21, 1949; married. 

JOHN MICHAEL KENNEDY: b. Philadelphia, Pa., Jan. 30, 1900; elementary sch., 
Instituto Marcantonio Colonna, Rome, 1908-13; Manhattan Prep, Sch. grad.; 
Georgetown U., B. S. (For. Ser.) 19385: grad. work Brookings Inst., Dept. of 
Agri. Grad. Sch., and Am. U., 1985-45; U. S. Army 1918; stenog. 1917-22; sales- 
man 1922-24; newspaper reporter 1924-26; cml. agt. and asst. trade commr. 
(Rome and Milan, Italy), Dept. of Com., 1926-33: admin. asst., information 
specialist, and agr. economist, Dept. of Agri. 1933-44; app. divisional asst. in the 
Dept. of State Sept. 4, 1944; country specialist, June 30, 1946; Economic officer, 
WE, Oct. 1949; married. 

FRANCIS FRENCH LINCOLN: b. Belmont, Mass., Mar. 29, 1890; Belmont High 
Sch. grad.; Harvard U., A. B. 1910; salesman for investment cos. 1927-35; 
analyst Securities and Exchange Commn., 1935-44; app. divisional asst. in the 
Dept. of State June 1, 1944; economist July 1, 1944; Asst. Export-Import Spe- 
cialist, Am. Miss for Aid to Greece, 1947-50; appointed int'l. economist in the 
Dept. of State, GTI, May 22, 1950; married. 

MERWIN LEE BoHaNn: b. Chicago, Ill., Jan. 21, 1899; Am. High Sch. (Mexico 
City) ; Dallas (Tex.) High Sch.; clk. in oil cos. in Mexico and U. S., in Am. con- 
sulate gen. and Am. emb. in Mexico City, 1919-20; asst. mgr. rubber co., 1920-22 ; 
advertising mgr., publicity mgr., and for. trade sec. chamber of com., 1922-27; 
megr., cooperative office, Bu. of For. and Dom. Com., Dallas, Tex., 1926; app. 
trade commr. at Habana Jan. 16, 1927; asst. cml. att. May 16, 1927; eml. att. at 
Guatemala June 22, 1928; also at Tegucigalpa and San Salvador Oct. 5, 1928; 
cml, att. at Lima and Quito Sept. 15, 1931; at Santiago, Chile, July 18, 1933; del., 
1st Inter-Am. Travel Cong., San Francisco, 1939; For. Ser. Officer of class four 
July 1, 1939; cons. and sec. in the Diplo. Ser. Nov. 16, 1939; cml. att. at Bogota 
Mar. 6, 1940; class three Feb. 1, 1942; to the Dept. Mar. 17, 1942; chief, U. 8S. 
Econ, Mission to Bolivia, 1941-42; cml. att. at Buenos Aires Sept. 14, 1942; 
couns. of emb. for econ. affairs at Buenos Aires Nov. 5, 1942; to the Dept. July 
10, 1944; class two July 16, 1944; act. chief. Div. of For. Ser. Planning, Apr. 1, 
1945; also chief, Div. of For. Reporting Sers., Apr. 1, 1945; couns. of emb. 
for econ. affairs at Mexico City Aug. 14, 1945; class one Dec. 17, 1945; 
mem. of U. S. del., U. S.-Mexican Discussions on Air-Sers. Agreement, Mexico 
City, 1946; For. Ser. officer of class one Noy. 13, 1946; Retired Feb. 28, 1949; 
appointed For. Ser. officer of class one and assigned Dept. Aug. 12, 1950; 
married. 

DuWaYNE GERALD CLARK: b. Charles City, Iowa, Feb. 27, 1903; Santa Ana 
(Calif.) High Sch. grad.; Stanford U., A. B. 1925; Georgetown U. Sch. of For. 
Ser. 1925-26; George Washington U. 1926-27; entered Bu. of For. and Dom. Com 
Sept. 1, 1927; asst. trade commr. at Johannesburg Aug. 1, 1929; to Philadelphia 
dist. office Nov. 20, 1933: asst. trade commr. at Buenos Aires Aug. 27, 1934: 
trade emmr. at Buenos Aires Dec. 16, 1935; asst. eml. att. at Buenos Aires Ang. 
10, 1936; to Bu. of For. and Dom. Com. Jan, 1, 1988; trade commr. at Paris May 
16, 1988; asst. cml. att. at Madrid (San Sebastian) June 7, 1939; For. Ser. 
officer of class six July 1, 1989: asst. eml. att. at Madrid Sept. 9, 1939; cons. 
and sec. in the Diplo. Ser. Nov. 16, 1989; cml. att. at Asuncién Jan. 8, 1942; class 
five Oct. 20, 1942; cons. at Sio Paulo May 2, 1944: eml. att. at Rio de Janeiro 
Apr. 21, 1945; class four May 16, 1945: For. Ser. officer of class three Novy. 13 
1946; to the Dept. Aug. 6, 1947; asst. chief, Div. of Brazilian Affairs, Dept. of 
State, Sept. 29, 1947: class two Apr. 14, 1948; chief, Div. of Brazilian Affairs, 


FREDERICK Drum Hunt: b. Bethesda, Md., Nov. 27, 1912: Western High Seh 
(D. C.) grad.; Severn Prep. Sch. grad.; George Washington U., A. B. 1935; 
Div. of Press Intelligence for U. S. Govt. 1933-36; entered Bu. of For. and Dom. 
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Com. Mar. 2, 1936; asst. trade commr. at London Sept. 1, 1987; at Bucharest 
June 1, 1989; For. Ser. officer unclass. July 1, 1989; v. c. of career and see. in 
the Diplo. Ser. and v. ce. and 3d sec. at Bucharest Noy. 16, 1939; v. c. at Shanghai 
Feb, 15—-Dec. 7, 1941; at Lourenco Marques July 20, 1942; at Johannesburg, 
temp., Sept. 4, 1948; at Port Elizabeth, temp., Oct. 12, 1948; at Johannesburg, 
temp., Nov. 7, 1943; at Lourenco Marques Noy. 20, 1948; to the Dept. Mar. 10, 
1944: v. ce. at Nuevo Laredo Oct. 20, 1944; class eight Aug. 13, 1945; v. c. at 
Martinique Nov. 1, 1946 (canceled) ; For. Ser. officer of class five Nov. 13, 1946; 
cons. and cons, at Martinique Mar. 4, 1947; to the Dept. Oct. 14, 1948; married. 

MarGArET Harpy Porrer (Mrs.): b. Ottawa, Kans.; George Washington U.., 
A. B. 1988 ; Institut Universitaire de Hautes Etudes Internationales, doctorat és 
sciences politiques de l'Université de Genéve 1936; econ. analyst and divisional 
asst., Dept. of State, 1988-41; assoc. economist Office of Price Admin., 1941; app. 
divisional asst. in the Dept. of State Dec. 19, 1941; resigned Oct. 16, 1942; app. 
divisional asst., temp., in the Dept. of State June 16, 1948; resigned Nov. 1, 1943; 
app. divisional asst. in the Dept. of State April 16, 1945; country specialist July 
14, 1946; divisional asst. Mar. 23, 1947. 

PRENTICE N. DEAN: b. Nov. 28, 1897, Scranton, Pa. A. B. Princeton U.: M. A.., 
Beirut, Syria; Post Graduate work, Princeton U. Economist, Tariff Comm., 1934— 
48; Special Adviser on International Trade, Office of International Programs, 
Munitions Board, 1948-present; representative of Dept. of Defense on Trade 
Agreements Comte. and Comte. for Reciprocity Information, 1948 to present. 
Served on a number of interdepartmental committees dealing with economic 
problems on various commodities with particular reference to products of the 
chemical industry. Member of U. 8S. Del. to Geneva (1947), Annecy (1949), and 
Torquay (1950) tariff negotiations under the GATT. Married. 

THOMAS R. Wirson: b. 1897, Seattle, Wash. U. of California, B. S., Eco- 
nomics, 1922: Georgetown Foreign Service School, B. F. S. 1928, Ph. D. 1932: 
George Washington U., M. A, 1924. American Expeditionary Forces, France, 
1917-19. Chief of British and Can. Sect. of W. Eur. Div., Commerce, 1922-25: 
Asst. Trade Commissioner, Ottawa, Canada, 1925-26; Chief of British ard Orient 
Sect., Foreign Tariffs Division, Commerce, 1926-29; Chief of Eur. Sect., Finance 
Div., Commerce, 1929-41; Chief of British Empire Unit, Commerce, 1941-45: 
Deputy Director, Areas Division, O. I. T., Commerce, 1946-48; Director, Areas 
Div., Commerce, 1948-50; Asst. to Director of O. I. T., in charge of Trade Agree- 
ments and Commercial Treaties, 1950 to present. Married. 

Mitton H. Buick: b. March 28, 1922. Attended George Washington U; B. S., 
U. of Indiana, School of Business Administration; studied law at U. of Indiana 
and New York University. Asst. to Pres., in charge Research and Development, 
Schaef Trading Co., 1946-47; Member of Norman Maxwell Association (Export- 
Import Contracting Firm), 1947-48: Market Analyst, Dept. of Agriculture, 
1948-49; Economist, Intl. Trade and Development Sect., BCA, 1949 to present 
Married. 

Puitip Arnow: b. Dec. 11, 1916, New York City. B.S. and M. A., New York 
University ; Graduate work in economics, American University 1987-38. Married. 
National Institute of Public Affairs, Intern at National Labor Relations Bd.: 
1937-38: Analyst, U. S. Senate Comte on Education and Labor, Subcommittee on 
Civil Liberties, June 1938—Jan. 1939; Economist, Wage and Hours Div., Dept. 
of Labor, Jan. 1939—-Aug. 1942: Wage Stabilization Director, Washington, and 
later Vice Chairman, Regional Bd. for Michigan, National War Labor Bd., Aug. 
1942-Dee. 1945; Chief of Wage Problems Div., Bureau of Labor Statistics, 
Jan. 1946—-Ang. 1949; Office International Labor Affairs, Aug. 1949 to present ; 
Representative of Dept. of Labor on Interdepartmental Committee on Trade 
Agreements and Comte for Reciprocity Information, May 1947 to present; 
Member of U. S. Dels. te Geneva (1947), Annecy (1949), and Torquay (1950) 
tariff negotiations under the GATT. 

Louise E. Burr (Mrs.): b. Columbus, Ohio. Ohio State U., A. B. 1928; Rad- 
cliffe College, M. A., 1929; University of Geneva, Docteur es Sciences et Poli- 
tiques, 1982; American University 1936-87. Various research jobs 1936—40: 
Dept. of Agriculture 1940 to present—Assistant to Head of Foreign Trade Sect., 
OFAR, 1940-48; Regional Specialist, OFAR, 1943-47; Assistant to Head Foreign 
Trade and Policies Div., OF AR, 1947 to present. 

GrorGE Bronz: b. New York, N. Y., July 7, 1910; married; College of City 
of New York, 1926-29 B. S. (cum Jaude) ; Columbia Law School, New York City, 
1929-32 LL. B. (law review) : bar, New York, 1933; prior to Treasury, 1930-33, 
Columbia Law School research asst. ; 1933-35, National Recovery Adm., attorney : 
1935-39, Resettlement Adm. and Agric. Dept, attorney; 1939-438, Interior Dept, 
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Office of the Bituminous Coal Consumers Counsel, chief legal adviser; Treasury, 
1943 to present, now special asst to General Counsel; special mission to Siam, 
March-Apr. 1946; Participated first session of Preparatory Committee of the 
U. N. Conf. on Trade and Employment, London, Oct.-Nov. 1946; member U. §. 
Del. to Geneva Conf., 1947; U. N. Conf. on Trade and Employment, Havana, 
Nov. 1947—March 1948; and Second, Third, and Fifth Sessions of the Contracting 
*arties of the GATT; U. S. Rep. on Comm. of Special Exchange Agreements, 
London, 1948. 

WILLIAM R. JOHNSON: b. near Kersey, Colorado, March 18, 1896; married two 
children; 1925, B. Se. New York University; 1935 LL. B., George Washington 
University ; Aug. 1917 to June 1918, U. S. Army; 1920-30, clerk, liquidator, office 
of collector of customs, New York, N. Y.; 1930-36, attorney in Bureau of Customs ; 
1936-39, chief counsel, Bureau of Customs; 1939-40, Acting Deputy Commis- 
sioner of Customs; Commissioner of Customs, 1940-48; 1948 to present, Special 
Asst. to Commissioner of Customs; June 1988, special mission to Goteborg and 
Stockholm, Sweden on off. business; Oct. 1946, del. to first meeting of Prepara- 
tory Committee for Internat] Conf. on Trade and Employment, London, Eng. ; 
member U. S. Delegations to the Geneva (1947), Annecy (1949), and Torquay 
(1950) tariff negotiations under the GATT. 

WaLTer W. Ostrow: b. Dec. 9, 1893; George Washington U., A. B., 1916; 
Graduate work U. of Berlin, 1915-16, 1931-32; Vice Consul, Foreign Service, Ber- 
lin, 1923-24, Zurich, 1934-41; economist in charge German desk, Monetary Re- 
search, Dept. of Treasury, 1941-45; Treasury Rep., Zurich 1945-46, Bern, 1946- 
50; Deputy Chief, Comm. Vol. Division, Office of International Finance, Dept. of 
the Treasury, 1950. Married. 

E. DANA Duranp: Commissioner, U. 8S. Tariff Commission. b. Romeo, Michigan, 
Oct. 18, 1871: A. B. Oberlin College; Ph. D., Cornell University; Service with 
Tariff Commission: 16 vears as chief economist, 1920-35; Commissioner, 1935 
present; Other service: 22 years in Govt. Served as Director of Census, held 
posts with Federal Food Adm., Bureau of Foreign and Domestic Commerce, and 
Commerce Dept’s division of statistical research. member U. S. Del, Geneva 
Conf. 1947. 

BEN DorFMAN: b. Feb. 16, 1902, Portland, Oreg.: Reed College A. B.: U. of 
California, M. A., Ph. D., 19388; Married; U. S. Tariff Commission, 1934 to pre 
sent : economist, 1934-42; Advisor to Commission on Far Eastern Trade Problems 
1942-43: Chief Economist, 1943-50; Chief economist and Chief of Economics 
Division, 1950. 

Paunt KapitowirTz: Acting General Counsel, U. S. Tariff Comm; b. Atlantic 
City, N. J., May 1, 1906; LL. B., Washington College of Law; member of the Bar 
of the District of Columbia, and the U. S. Court of Customs and Patent Appeals ; 
Service with Tariff Commission : 8 years: as attorney, 1930-45; Assistant General 
Counsel (1943-50). 

Rosert B. SCHWENGER: b. Fort Wayne, Ind., Feb. 27, 1906; U. of Wisconsin, 
B. A. 1928; graduate Institute of Inter. Studies, Geneva, Switzerland; fellow- 
ship in Inter. Relations, 1980-32; U. of Chicago, fellowship in Inter, Eeonomic 
Relations, 1932-33: Member of the Office of Foreign Agr. Relations and prede- 
cessor organizations, U. S. Dept. of Agr., 1934 to date; Head of Inter. Economic 
Studies Division; Acting Chief and later (since 1948) Chief of Regional Investi- 
gations Branch; Deputy Executive Officer for the U. S., Combined Food Board, 
1952-33 ; asst. sec., Comm. on Inter. Econ. and Soc. Cooperation, UN Conf. on 
Inter. Org., San Francisco, 1945; Sec., Fifth Meeting Inter. Cotton Advisory 
(omm., Washington, D. C., 1946; Adviser to U. S. Delegate to the Inter. Wool 
Conversations, London, 1946 and 1947; Del. to the Prep. Comm. for the Inter 
Conf. on Trade and Employment, First Session, London, 1946; Alt. Del. to the 
Prep. Comm. for the Inter. Conf. on Trade and Employment, Second Session ; 
Adviser to the U. S. Del., Prep. Comm. of the FAO, Washington, 1946-47; Agri 
culture member on Committee on Trade Agreements and Committee for Reci- 
procity Information; member U. S. Del. to Geneva (1947), Annecy (1949), and 
Torquay (1950) tariff negotiations under the GATT. 

Harotp P. MacGowan: b. Mt. Vernon, N. Y., 1895; Preparatory schooling, 
Canada, Germany, Switzerland, Phillips Exeter Academy (also a year’s edue. trip 
around the world), 1905-13; School of Commerce and Finance, New York Uni 
versity, 1913-15; Natl. City Bank (Habana and New York), 1913-15; Johns- 
Manville Co. (France and New York), 1916-17; Military Intelligence, U. S 
Army (France and Italy), 1917-19; Latin-American Sales Representative (Crown 
Cork & Seal Co.), 1920-21; Regional Economist, Bureau of Foreign & Domesti« 
Commerce, 1922-23; Trade Commissioner, Caribbean Area (West Indies, Vene- 
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zuela, Colombia, and Central America), 1924-30; Commercial Adviser to Gov. 
of Puerto Rico, 1931; Foreign Commerce Officer (Class II), Bogota, Colombia, 
1932-33 ; Importer and Exporter, in New York (own account), 1934-35; Foreign 
Trade Economist (spec. on inter. trade barriers), 1935-39; Commerce Repre- 
sentative, Trade Agreement Negotiations in Argentina, Uruguay, and Chile, 
1940; Acting Chief, Trade Agreements Unit, Dept. of Commerce, 1940; 
Chief, Trade Agreements Unit, Dept. of Commerce, 1941-45; Adviser on 
Trade Agreement Policy, Office of Inter. Trade, Dept. of Commerce, 1946-47; 
Dept. of Commerce Alt. on Trade Agreements Committee and Committee for 
Reciprocity Information, 1940—-present ; Member of U. S. Delegations to Geneva 
(1947), Annecy (1949), and Torquay (1950) tariff negotiations under the GATT. 

Husert F.. HAVLIK: b. ana. Ill., Oct. 10, 1904; Harrison Tech. High Sch. 
grad.; Northwestern U., B. S. 1926, M. B. A. 1927; Columbia U., Ph. D. 1938; clk. 
and accountant for chemical co. 1921-23 ; research asst., Inst. for Research in 
Land and Public Utility Econ. 1926-28 ; wo r. in econ., Northwestern U., 1927-30; 
fellow and instr. in govt. and econ. Columbia U., 1930-42; chief of fuel and power 
section, chief of program branch, and exec. sec. of comm., War Production Bd., 
1942-44; chief of lend-lease div. and deputy asst. administrator, For, Econ. 
Admin., 1944-45; sec., U. S.-United Kingdom Negotiations on Lend-Lease and 
Mutual Aid, Washington, 1944; transferred to Dept. of State as deputy admin. 
asst., Office of For. Liquidation, Oct. 1945; act. chief. Div. of Lend-lease and 
Surplus War Property Affairs, Dec. 1945; principal sec. of U. S. Lend-Lease 
Comm. and chm, on spec. lend-lease, surplus, and claims agreements, U. S8.-U. K. 
Econ. Negotiations, Wash. 1945-46; adviser and exec. sec., Lend-Lease Settlement 
Negot. with India, France, Australia, Belgium, New zealand, and §. Africa, 
Wash. 1946; Chief, Div. of Investment and Econ. Dev., 1946-48; Chief of Finance 
and Trade Div., OSR, Paris, 1948—present. Married. 

PauL A. UNGER: b. Sept. 10, 1914. Harvard College, A. B. 19386; Night school 
Catholic U., 1937, and American U., 1940-41. Project Analyst, WPA, 1936-39; 
Federal Public Housing Authority, 1989-44; UNRRA (Egypt and Yugoslavia), 
July 1944-April 1947; Information Specialist, Fish and Wildlife Service, Dept. 
of the Interior, Feb.June 1948; Special Assistant to Assistant Secretary of the 
Interior, June 1948 to present. 

BettTrt GOLDWASSER (Mrs): b. New York City. Bryn Mawr College, B. A., cum 
laude, 1934; Radcliffe College, M. A., 1936; Graduate work, American University ; 
Research Fellow, Brookings Institution, Oct. 1936—June 1937. Junior Economist 
National Resources Comm., 1937-88; Assistant Economist, Social Security Bd., 
1939-42; Associate Economist, later analyst, Office of Price Administration, 
1942-1944; Economist and later analyst, War Production Board, 1944-1945; 
Statistician, Regional Economics Division, Dept. of Commerce, 1946-48 ; Program 
Officer, Export Program Staff, O. I. T., 1948-50; Labor Economist,, Division of 
Foreign Labor Conditions, Dept. of Labor, Jan. 1950 to present. 


The CHarman. If you have no formal statement you wish to make, 
perhaps it would be just as well if you would take a look at the bill 
as it passed the House and, if you are able, indicate at least the 
seomminaaias substance of the amendments, without the detailed word- 
ing necessary, that the Department of State will recommend should 
be made in these amendments, if you have any recommendations to 
make. The Secretary indicated that there might be some. 

Mr. Brown. I think the Secretar y made it very clear that the fun- 
damental position of all the agencies in the trade-agreements organi- 
zation is that they feel that the amendments are undesirable and. that 
the bill as it emerged from the Ways and Means Committee would be 
the kind of bill that would be the best for us to have. 

However, the Secretary indicated in his testimony that there were 
certain changes in some of the amendments passed by the House which 
he felt coul [ make them, as he described, “workable.” 

[ am prepared to suggest what some of those changes might be. 

The Cyarman, I would be very glad to have you do so, and I 
think Senator Millikin would like to have you do that at this time, 
if you can, even if you suggest only the substance of the changes that 
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you think would make this bill workable or livable, as I believe the 
Secretary stated. 

Mr. Brown. The first amendment, Mr. Chairman, we the so-called 
peril-point amendment which appears in sections 8, 4, and 5, of H. R. 
1612. 

The CuHarrMan. Does it differ from the amendment that was put 
in in the Eightieth Congress ? 

Mr. Brown. Yes, sir. 

The Cuarrman. It does? 

Mr. Brown. In one important respect it differs, and that is that 
in the event that the President should decide to disregard a peril- 
point recommendation made by the Tariff Commission he would be 
obliged under this amendment to publish only the peril point which 
he had disregarded and to give his reasons for disregarding it. In 
the previous peril-point provision he would have had to publish the 
entire list of peril points involved in the negotiation. 

The CuatrrMan. With respect to that matter and assuming you will 
have a peril point, you would not quarrel with that change; would 
you! . 

Mr. Brown. No, sir. We consider that that makes the amendment 
very much more workable, and it particularly takes away one of the 
great disadvantages that the earlier amendment had on negotiations 
with the other countries. 

We really have only one suggestion to make with respect to the 
peril-point amendment as it passed the House; and that, is as we have 
always said, we feel that the participation of the Tariff Commission 
in the work of the Trade Agreements Committee and in the negotia- 
tion of the agreements has been a helpful and constructive thing, and 
they would like to see it continue. 

Therefore, we would suggest that section 4, which prevents the 
Tariff Commission from participating in negotiation of an agree- 
ment, also the Commission and its members or staff, and in the deci- 
sions of the Trade Agreements Committee, might be deleted. 

Senator Mitiikrn. Will you identify the specific parts agreed to be 
deleted ¢ 

Mr. Brown. It could be done in two ways. I think the way we 
would prefer would be if section 4 were deleted entirely. 

Senator Miturkrn. Well, Mr. Brown, would you want to delete the 
mandate to the Commission to furnish facts, statistics, and other in- 
formation, and so forth? 

Mt. Brown. We think that goes without saying. They do it now. 
Our point would be fully met if you started the deletion at the “but” 
in line 21. 

The Cuarrman. Line 21 on page 3 of the bill. 

Senator Mrinitikin. On through the rest of the section ? 

Mr. Brown. Yes, sir. Actually the requirement of furnishing the 
facts, we think, would be covered by lines 14, 15, 16, and 17 in the pre- 
ceding section, where there is an obligation to consult. 

Senator Minirkin. But you would see no harm—— 

Mr. Brown. None whatever. 

Senator MiLiiKin. If the first four lines up to the semicolon on line 
21 of section 4 were kept in ? 

Mr. Brown. No,sir. The next amendment which was passed by the 
House is an amendment contained in section 6. 
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The CHatrMan. That is on page 5 of the bill. 

Mr. Brown. Yes, sir. The Secretary explained the difficulties this 
amendment, or the embarrassment that this amendment, would be 
likely to cause. I think that some of the difficulties could be mitigated 
if the section were so drawn as to eliminate the requirement which is 
implicit in this section that the President make a specific finding that 
some other country is dominated or controlled by the foreign govern- 
ment or organization controlling the world Communist movement. 

That is a requirement that would be rather embarrassing to him 
politically, and I think wording could probably be found which could 
eliminate that requirement. 

Moreover, the requirement of not more than 90 days after enactment 
of this act would, we think, be unworkable and also would involve some 
unnecessary cases of violation of agreements. 

In a few cases we could simply give proper notice and accomplish the 
result, but we couldn't do it in 90 days. 

Senator Mmuikin. Does any number of days occur to you asa better 
solution ? 

Mr. Brown. We would greatly prefer, Senator, if that day require- 
ment was left out. I don’t think I could suggest a specific number of 
days which could be shown not to be e smbarrassing. 

The Cuarrman. In other words, if the phrase “as soon as pract icable 
but not more than ninety days after the enactment of the Act” were 
omitted and the section then began “The President shall take such 
action as is necessary, and so forth—— 

Senator Kerr. You would want to leave the first four words; 
wouldn’t you? 

The Cuatrman. “As soon as practicable” ? 

Senator Kerr. And then cut out the next phrase. 

The Cuarrman. I don’t know. It strikes me that if the amendment 
simply required the President to take such action as necessary to 
withdraw or prevent application to reduce tariffs, and so forth,.it 
might be said “as soon as practicable.” 

I presume the State Department wouldn't care if “as soon as prac- 
ticable” was left in because that would follow anyway. You wouldn't 
be able to get anything done before it was practicable to do it, of 
course. 

Senator Kerr. It might be less harsh with it in than with it out. 

The CHarman. Might be. 

Mr. Brown. I have another suggestion which bears on that. point. 

‘The CHatrMan, Oh, yes, on that point. 

Mr. Brown. We feel that the only proper reason why an amendment 
of this kind could appear in this act is, if the action contemplated bore 
some relation to our national security interests and we would suggest 
that if the amendment 1s to remain that that be made clear by adding 
some kind of phrase at the end of the section. If that were done, the 
“as soon as practicable” would not be consistent with the sense of the 
amendment. 

The Cuairman. Would not be necessary to put it in? 

Mr. Brown. No, sir. 

The CHairMAn. I see. It occurred to me, Mr. Brown, that this lan- 
guage in 18 beginning after the word “thereof”, “which the President 
deems to be,” that puts the burden upon the President to say who are 
the satellites, who are the Socialist republics, and so forth, may be 
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under the domination or control of a foreign government or foreign 
organization controlling the world Communist movement, and it just 
occurs to me I would like to have your view on it while we are on it, 
if you are prepared to make a statement on it now. 

Vould it not be better to say rather then “which the President 
deems” to at the end of the line, line 21, add the suggestion which 
you make, “whenever the President determines that such action 
would further the national security of the United States,’ for 
instance ¢ 

Mr. Brown. That would be much better from our point of view, 
Mr. Chairman. We feel that it could be intensely embarrassing to 
the President to have to come out publicly at some moment and label 
a particular country as being dominated by an outside organization. 
To make a formal finding of that kind doesn’t add anything to the 
effectiveness of the amendment if it should be adopted and does cause 
an awful lot of embarrassment and at least a taking of positions, 
which as we all know, often prevents getting proper solutions of 
problems. 

We just would not like to see him put in the position where he had 
to come out and make a formal finding of that kind. Just leave out 
those words. 

The Cuarrman. It would seem to me, if that were left out, then 
whenever the President should determine, however, that something 
should be done in the interest of the security of the United States, 
he could very well do that without making a specific finding that 
some particular country was under the domination of a foreign organ- 
ization connected with communism. 

Mr. Brown. That would be something that would be well under- 
stood, I think. 

The Cuarrman. Is there any other suggestion ¢ 

Mr. Brown. No. 

The CuatrmMan. Nothing more on that section, that 

Mr. Brown. No, sir. 

The CHarman. We might go to the next one. 

Senator Miiirkrn. I would like to have Mr. Brown summarize 
just what amendments should be made or that would be agreeable 
to the State Department if made. Do you want to omit the time 
provision up at the beginning? Do you have any 
ferent time period, but a time period ¢ 

Mr. Brown. No, sir. The suggestion that we make that this kind 
of action be limited to cases where there is some kind of a security 
interest involved, which seems to us to be the only real basis for any 
kind of amendment of this type, would eliminate the need for a time 
period, because it would depend on whether or not there was a security 
situation, but wouldn’t fix the time as to when that would or wouldn't 
occur. 

Senator Miniikin. We now have the right—do we not /—to escape 
if the security of the United States is involved. 

Mr. Brown. Yes, sir. 

Senator Miniikin. So, that would add nothing at all to the bill; 
would it? 

Mr. Brown. Yes, sir. 
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enator Mii1K1n. That would add nothing at all to the existing 
state of affairs. 

Mr. Brown. It wouldn’t change our international agreement, but 
it would be a directive to the President to do something internally. 

Senator Kerr. May I ask a question, Mr. Chairman ? 

Senator Miti1K1n. Just one more question. 

Senator Kerr. I thought you were through. 

Senator Murr. As I understand it, we now have full right to 
withdraw from any agreement or any concession that affects our 
security interests and the power of declaring that our security inter- 
ests are affected and the power to set in motion the steps to escape is 
the power of the President ; is that not correct? 

Mr. Brown. That is correct, sir. 

Senator Minir1x1n. So that this section as changed in the manner 
proposed by you would simply be a reminder to the President of his 
existing power; is that correct ? 

Mr. Brown. It would be a directive to him to use them. 

Senator Miuirxry. A directive for him to use it? 

Mr. Brown. Yes, sir; “the President shall,” it says, 

Senator Miiurkry. Do you think that would have much practical 
usefulness? Should not the President take such action as will pre- 
serve our security without direction of the Congress ¢ 

Mr. Brown. We have already said we don’t think this amendment 
is either necessary or desirable. 

Senator Mriyrkin. You would want the present situation without 
this amendment? 

Mr. Brown. That would be our distinct preference. 

Senator Minuikin. This amendment merely mandates that which 
the Constitution—this amendment as it might be improved under 
your suggestion merely mandates the duty, the performance by the 
President of his existing duties, constitutional and otherwise. 

Mr. Brown. Yes, sir. There is one further thing, Senator, which 
you asked me to summarize, which is we feel the requirement of a 
formal finding that some country is dominated by a foreign organi- 
zation should be eliminated, That is in line 18 and the beginning of 
line 19. 

Senator Minirk1n. You wish to eliminate the finding ? 

Mr. Brown. Yes, sir; not the facts, but the finding. 

Senator Mitiik1n. You would have no objection to an escape that 
might be taken under the President’s existing powers, but the cir- 
cumstances might be such as to make the finding embarrassing; is that 
correct 

Mr. Brown. Yes, sir. 

Senator Mitirkin. Has not the President formally and informally 
already made that finding, so far as Russia and the satellite countries 
are concerned ? 

Mr. Brown. The President has had some very firm things to say 
about those countries, but I think he made those statements at a time 
and in a manner where he felt it was something that would advance 
the interests of this country. 

Now it is impossible to predict whether 6 months from now or a year 
from now a formal finding of the kind that would be involved in these 
two or three words in this paragraph might not, even though the facts 


Sdn PRS ca 9 AWE RAN en RO GENE A 


aN ao Re AR bY BLS 


Poneto. 


1 RP CEMOI OLEATE BODO 


Late tated ore 








ca 





os ethane 


PAH 





TRADE AGREEMENTS EXTENSION ACT OF 1951 997 


were there, be a highly adverse thing for this country’s interests for 
the President to do; and, therefore, we would not like to see him 
obligated to make such a finding. 

Senator Minin. Taking the two phases of your answer, first as 
to what the President has already said, I don’t believe you would chal- 
lenge my assertion that the President formally or informally has 
already said, has already made the declaration referred to in this pro- 
posed amendment. W ould you deny that ? 

Mr. Brown. I don’t know what my lawyers would tell me on that 
point, Senator. 

Senator Mitiikin. You have a layman’s opinion that he has not 
spared his denunciation either of Russia or the satellite countries, do 
you not? 

Mr. Brown. I quite agree. 

Senator Mitiikin. And the same is true as to the Secretary of State; 
is that not correct ? 

Mr. Brown. Yes, sir; but circumstances change. 

Senator Mitiikin. Now as to the situation 6 months from now, if 
this amendment became law, by the same token that we can escape, 
we cah renew our relations, can we not 4 

Mr. Brown. Well, sir, if the Congress would tell us that what the 
President has already said meets this finding and would not require 
him to make further findings of this kind, I don’t think it would em- 
barrass him. 

Senator Mityrk1n. I took your point to be this: That 6 months 
from now the world situation might be such that the type of action 
contemplated by this amendment might then slap us in the face with 
some kind of an embarrassment. 

Mr. Brown. Yes, sir. 

Senator Miniikin. If that came about, we can reverse the field, 
can we not, and reenter trade relations with the countries that are 
contemplated / 

Mr. Brown. Yes; we could, Senator. I was really thinking of a 
more unfortunate case where it —_— be that the area of influence 
was extended and then you had a very delicate political situation 
where a finding by the President as to that fact might have very bad 
effects, for ex: umple, in morale of the people who are opposing the in- 
filtration in that area, and that kind of thing. 

Senator Mitiikin. It is conceivable that trade with these countries 
presents a great embarrassment to the American people, isn’t it ? 

Mr. Brown. I don’t think so, sir. 

Senator Minttikin. You don’t think so. Do we not already exercise 
export controls to these countries ? 

Mr. Brown. Yes sir, and we do that very clearly on the basis of 
the protection of our national security to deny to these countries things 
which would contribute to building up their war potential. 

Senator Miuirkin. That is right. When we permit their imports 
into this country, we provide them with dollar exchange, which en- 
ables 7 ‘m to buil Lup their war potential; is that not correct 

Mr. Brown. No, sir, because they cannot use it to buy any of the 
things they ne ed to build up their war potentiai. 

Senator Mitiikin. They may not be able to buy it from us, but the 
world is open to them and they can buy it from Great Britain at Hong 
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Mr. Brown. Yes, and they have many other sources of gold and 
dollars. 

Senator MirirKk1n. So the dollar is useful not only between us and 
the Communist or satellite countries but it is useful to him any place 
if he has the dollar; is that not correct ? 

Mr. Brown. Yes, and if it is desired to cut that off, then there are 
other more effective and direct ways of doing it which should be used. 
We don’t think this is an appropriate way of doing it. The Secretary 
said this touches on a basic problem of our total relations with this 
area and should be approached directly rather than piecemeal in this 
manner. 

Senator Mitzix1yn. The imposition of export controls is in the last 
analysis a matter of executive discretion, is it not ? 

Mr. Brown. It requires authority from the Congress to enact them, 
but how they are placed is a matter of executive discretion, yes sir. 

Senator Minurkrn. That is right. So that in imposing these export 
controls, as far as these lists of countries are concerned, we have over- 
come whatever reluctance we might have had due to embarrassments 
of the type you speak of, have we not ? 

Mr. Brown. As far as the existing situation is concerned, I should 
think so. I think perhaps, Senator, that I am giving the impression 
of a greater problem than I really mean. What I am concerned about 
is these words, “which the President deems to be” in lines 18 and 19. 
If those words were omitted, the point that I am trying to get at 
would be met, but the substance of what the amendment seeks to ac- 
complish in this respect I should think would be preserved. 

Senator Mitirk1n. You are willing to have the substance but you 
don’t want the finding ? 

Mr. Brown. That is correct, sir. That is that point. The other 
points I think I have meal: 

Senator Kerr. Would the witness like to feel that there was as 
much of a des’re on the part of the committee to keep a witness out 
of trouble as there is on the part of the witness to keep the committee 
out of trouble? 

Mr. Brown. He would, sir. 

Senator Kerr. Is there constant effort being made to drive wedges 
between Russia and her satellites? That is one of the principles of 
your foreign policy, isn’t it? 

Mr. Brown. You have me a little bit out of my depth, Senator, 
and I am not sure whether I should answer that question on the rec- 
ord or not, but I think I can say that we are doing everything we can 
as part of our basic policy through all the means avail: ble to us to 
weaken the position of the Soviet Union and, too, I think our attitude 
is illustrated by the aid which has been given to Yugoslavia, for 
example. 

Senator Kerr. Isn’t Yugoslavia a nation which a few months ago 
would have come under the purview of this section ? 

Mr. Brown. Yes. 

Senator Kerr. But which today we find at least the very strong 
possibility that the interests of this country are best served by not 
only trading with her, but even building her up in her efforts to with- 
stand Russia ? 

Mr. Brown. That is correct, sir. And we have a great deal of— 
we have put a lot of money and effort and thought into helping Yugo- 


eat 


Seiad RAS es 


Pa ae 5 








slavi 
we ¢ 
situa 
of a 
Se 
atiol 
whi 
be 4d 
initi 
M 
Se 
read 
that 
whi 
of o 
M 
hav 
fro 
thes 
in t 
hav 
and 
con 
S 

S 
wol 
teri 
) 
hat 
cer 
. 
nal 
h 
to) 


‘ 
a 
‘ 
\ 


be 
the 


’ 


rec 
bo 
us 
we 
bu 


re 


it 





e 
& 





TRADE AGREEMENTS EXTENSION ACT OF 1951 999 


slavia to maintain its independent attitude, which it has shown, and 
we consider that has been one of the very encouraging factors in the 
situation. We would like to be in a position to continue that kind 
of activity. 

Senator Kerr. Isn’t it devoutly to be hoped that other similar situ- 
ations may arise by the workings of their own natural principles of 
which you might take advantage or even where the situation might 
be developed by reason of things that come about through your 
initiative ¢ 

Mr. Brown. Yes, sir; it is very devoutly to be hoped. 

cae Kerr. Well, now, is there : any information that would be 
readily available of which you might have knowledge to indicate 
that thie ound in some of this trading is able to purchase materials 
which are critically short in this country and needed in the building 
of our own security ¢ 

Mr. Brown. It has been the case in the past, Senator, that we 
have obtained very substantial quantities of certain critical materials 
from the Soviet Union and from some of the satellites. The flow of 
these materials from the Soviet Union has diminished very materially 
in the past year or so. There are also a number of things which we 
have got from China which are important, which are on our critical 
and strategic list. Then to a minor extent some of those materials 
come from the other satellites. 

Senator Kerr. I believe that is all I have. 

Senator Miriurkin. Insofar as the critical materials are concerned, 
would you say that we are not in position to get those critical ma- 
terials from other sources? 

Mr. Brown. Some of the things that come from China are pretty 
hard to replace. As far as the ones from the Soviet Union are con- 
cerned, I think we could get them elsewhere. 

Senator Minin. They might be hard to replace, but will you 
name those which could not be replaced ? 

Mr. Brown. I could find that out for you, but I am not expert enough 
to make such a flat statement. 

Senator MiturKr1n. I don’t want to suggest 

Senator Kerr. I for one would like to suggest that careful thought 
be given to asking for the placing of that kind of information in 
the record. 

Senator Mrniixkin. Yes; I think it would be very important. 

The Crarrman. If it is furnished, we would withhold it from the 
record until we at least could take a look at it. 

Senator Minurkin. The same mechanics whereby our goods are 
bootlegged into Communist China would be available, I assume, to 
us to bootleg them out of China, the things we want from China; 
would you not assume that to be true? 

Mr. Brown. I would have to deny that officially, Senator. 

Senator Miuurkrn. I am not advocating bootlegging operations, 
but I am merely pointing out that our goods are bootlegged into 
China, and I would assume the same mechanism could operate in 
reverse. 

Mr. Brown. I would prefer not to comment. 

Senator Martin. Are there very many critical defense items that 
it is very much of a secret about where they are secured ? 
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Mr. Brown. No, sir; I think the information as to where these 
different minerals or materials are to be found is pretty well known. 

Senator Martin. That was the impression I had always had, that 
there is no high military secret relative to them. 

Mr. Brown. But, Senator Millikin asked me the question, Senator 
Martin, as to which materials from those areas we felt we could not 
replace or get adequate supplies of, and I do feel 

Senator Martin. I think probably that ought to be kept as secret, 
but I think it is pretty well known. 

Senator Kerr. You wouldn’t want to add to the extent to which 
it is known. 

Senator Marty. Personally, I am of the impression that one of 
the ways of attaining peace is to lay the cards out on the table. 

Senator Kerr. I think that is all ‘right as long as you have a good 
six-shooter in your hand to back them up. 

Senator Martin. I am for carrying the six-shooter, but on the 
other hand, I think the time has come when we have got to have 
world understanding. You know, Benjamin Franklin, ‘who was a 
pretty wise man, said that each side would be better off in a war if 
they cast lots for the winner. I think there is a lot to it. The way 
we are going now and tangling our economy up and committing our 
troops I am getting terribly worried about it. 

Senator Mintirkrn. With reference to the critical materials and 
secrecy involving them, I wish to remind the witness that the appro- 
priate department of this Government makes open publication of our 
critical and strategic materials, and so I suggest 

Mr. Brown. Of the list; yes, sir. 

Senator Minirkin. Of the list, yes, and so I suggest there is no 
secrecy about it at all. 

The Cuarrman. Not about the list, but maybe the source of supply. 

Senator Minin. I was not speaking of the sources of supply. 

Mr. Brown. I wasn’t claiming that the list was secret or the fact 
that we have shortages is secret. - but I was hesitant about going into 
any further detail about the degrees of the shortage or particular 
location. 

Senator Mitirkrn. I suggest in that connection if we were to col- 
late all that has been said by Government officials, the origin of those 
materials could be easily seen or deduced. There is some difference 
about the gentleman politically, but I don’t think there is any dispute 
about his being an expert in mining matters, and that gentleman ap- 
peared before the Joint Senate Foreign Relations Committee and 
the Armed Services Committee recently and I believe he stated, either 
there or in some other public address, that we did not have to rely on 
countries outside of this hemisphere for materials needful to our 
defense. I don’t know whether he said what I am going to say now, 
but I believe it is implicit in the knowledge of anyone who ‘knows 
anything about the mining business, that if the materials are in the 
Western Hemisphere we may have to pay a higher price for what 
we buy, but assuming the payment of the proper incentives, that the 
materials are available to us. 

Perhaps I should say I was referring to Mr. Herbert Hoover. Does 
the witness have any comment on that ? 
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Mr. Brown. I don’t agree with the statement, but I am not pre- 
pared to support my disagreement here. I didn’t come prepared on 
that subject. 

Senator Marrin. Mr. Chairman, along that line, to the most of 
us We were terribly alarmed about a reserve of iron ore just a few 
months ago, but private enterprise in America has now discovered 
what seems like an abundance of supply in South America. They 
have enough reliance in it that they are building enormous steel plants 
along the Delaware River, both in New Jersey and Pennsylvania and 
I think probably down in Delaware. So private enterprise takes 
care of these things in pretty good shape if we give it the opportunity 
to do so. 

Senator Kerr. I wonder if the Senator is aware of the fact that 
the workings of the reciprocal trade agreements might be the determi- 
native factor as to whether or not the nation from which that iron 
ore is now being obtained would permit its free flow into this country 
even though we were able to guarantee the delivery once it were placed 
on ships to bring it sie 

Senator Wituiams. Are you advocating a lower tariff on oil for 
this country now / 

Senator Kerr. Well, I would say that is a question that I would 
be glad to discuss with the Senator, but it was not the question I 
had intended to raise. I believe that the statement of the principle 
that I stated could be determined to be either accurate or inaccurate, 
regardless of the attitude of the Senator from Oklahoma with refer- 
ence to the tariff on oil imports. 

Senator Miniikin. May I suggest to the witness that the purpose of 
the reciprocal trade agreement is to make money for both parties re- 
ciprocally, and that the American dollar presumably will be able to 
buy that which is for sale in foreign countries. 

Mr. Brown. I am afraid that is not an accurate statement, Senator, 
that the American dollar 

Senator Miniikin. Can you tell usa country that is not interested in 
the American dollar. 

Mr. Brown. There is a strong feeling on the part of a great many 
countries at the present time that the American dollar is useful only 
in terms of what it can buy, and since there are increasing difficulties 
on the part of other countries in buying what they need, what they 
feel they need in this country, they are getting less interested in the 
force of the American dollar, and as dominating everything else 
it is becoming a diminishing factor. 

Senator MinurKk1n. Because it is probably diminishing in value, but 
be that as it may, the point of our trade, | repeat most respectfully, 
is for a mutual making of mon-y. 

Mr. Brown. I would agree with that, 

Senator Mitiikin. Yes, of course. ‘And as long as our money has 
value, I assume that people will be willing to sell goods for it. That 
was our experience in World War II. We had to pay a lot of money 
to get some of the goods from other countries, but we paid it and got 
the goods. That is even true so far as these minerals are concerned 
in this country. We are paying very big prices to get uranium ores, 
for e xample, but. the more we offer in price the more we get. 

The Crarrman. All right, Mr. Brown, I believe you discussed this 
amendment in 6. If you have nothing further to submit on that 
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at this time, we might go to the next amendment made in the House. 

Mr. Brown. The next amendment, Mr. Chairman, appears in sec- 
tion 7, and from our point of view that amendment has a considerable 
number of very serious objections. 

The main points that 1 would like to suggest in connection with 
this amendment are as follows: 

In the first place, as drafted, the amendment doesn’t relate the 
element of injury that it discusses in any way to trade agreement or 
to a concession in a trade agreement. It seems to us that since this is 
an escape clause designed to give relief for consequences of a trade 
agreement that may have resulted in an injury or threat of injury, 
there should be provision for withdrawal only when the injury which 
is established, if it is established, is the result at least in part of the 
concession, some kind of action that has been taken in the trade 
agreement. 

Secondly, we feel 

Senator Mitiikin. Mr. Brown, I don’t want to interrupt the con- 
secutiveness of your thought unduly, but would you mind demon- 
strating a little more fully the absence of relation between this pro- 
posed amendment and the trade agreements ? 

Mr. Brown. In the present escape clause under the Executive order 
and in the escape clause which is included in our trade agreements it 
says that “if as a result of a concession or obligation in the agree- 
ment” that there are increased imports and a resulting threatened 
injury, then the action may be taken. 

Senator Minuikin. That is what you are referring to? 

Mr. Brown. Yes, sir. 

Senator Minirkrn. I note that the 

Mr. Brown. That does not appear in this section at all. 

Senator Mitiikrn. So that the basis for your statement may be 
understood, I notice that the amendment is full of references to trade 
agreements and things of that kind, but what you are talking about is 
its failure to identify results with concessions made in trade agree- 
ments ¢ 

Mr. Brown. That is correct, sir. 

Senator MitiiK1n. The injury can be just as great whether or not it 
results from a concession, can it not ? 

Mr. Brown. It could be, but since this is an escape from an action 
taken in the agreement, it seems to us that if the agreement has no 
relation to injury, the agreement should be maintained. 

Senator Mitir«1n. I would not argue that it might not have rela- 
tion, but that if an import is injurious, the point I suggest is to remedy 
the injury and to say that you can’t remedy the injury unless it is a 
result of the agreement is to say there shall not be any relief in prab- 
ably many cases; is that not correct? 

Mr. Brown. If the injury is not in any way the result of the con- 
cession, the withdrawal of the concession will, by definition, not correct 
the injury. é 

Senator Mitir«rn. Well, it is the import that we will assume causes 
the injury. The question raised is whether the injury shall be remedied 
when an import is contributing to it, whether or not it results from 
the concession. 

Mr. Brown. Well, sir, if it doesn’t result from the concession, then 
the removal of the concession can’t help correct the injury. 
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Senator MILLiKkin. Well, if you remove the import, if you put a 
quota on the import, you may be contributing toward relief, may you 
not ¢ 

Mr. Brown. You might be. 

Senator Minurk1n. Why, of course. If you have 10 units of import 
and only 1 out of the 10 represents a concession in a trade agreement, 
and assuming that there is an injury, I suggest there is a lot of shadow 
boxing to say that you can only consider the 1 and that you shouldn't 
consider the 9. 

Mr. Brown. You are only considering the one if you withdraw 
the tariff concession. 

Senator Mriurkin. You are only considering one, but the nine will 
also be injuring, and therefore I suggest the nine should be dealt with 
along with the one. 

Mr. Brown. This is a provision for escape from either a tariff con- 
cession or some other obligation, perhaps the obligation not to impose 
a quota, which is contained in the trade agreement. If those obliga- 
tions, either the lower tariff rate or the obligation to maintain freedom 
from quota, has no causal effect in relation to the injury, then we say 
that obligation need not and should not be changed; and, therefore, 
it is proper, since this is an escape clause, a mechanism for dealing 
with possible adverse effects of some action which is taken under a 
trade agreement, either a self-denying ordinance or an affirmative 
action, that it should be related in the statute. 

Senator Mitirkin. That is clearly what you said, but how would 
you give relief from excessive imports of the nine as well as of the 
one ¢ 

Mr. Brown. You can’t split it down in practice in as great detail 
as that. If the imports increase as result of some obligation in the 
trade agreement and if the total of the imports thus increased—that 
is, the 10—cause injury, then I would say that action could be taken 
under the escape clause with respect to the 10. 

Senator Minzikrn. Yes; that is what the present law says; is that 
not correct ¢ 

Mr. Brown. Yes, sir; that there must be some causal relationship. 

Senator Minturn. The point of the amendment, of course, is to 
change the present law, and we should, I suggest, test the validity of 
the purpose of the amendment. I will put the question to you: 

If the imports, whether caused by the concession, or whatever the 
cause, are injuring our domestic producers seriously, why should there 
not be relief, and where can the relief be found except under the trade- 
agreements system / 

Mr. Brown. Sir, all I am saying is that there must be some causal 
relationship, and if there is no causal relationship, then by definition 
the change in the obligation won’t correct the situation. 

Senator Mmuurkry. You will concede that the total quantity of im- 
ports could under easily imaginable circumstances be injurious to a 
domestic producer, could you not? 

Mr. Brown. Yes, sir. 

Senator Miturkry. All right. Now it doesn’t solve the injury to 
say that you are not injured by a concession involving a 10-percent 
reduction in the tariff. I repeat, if there is an injury due to the im- 
ports, whether or not directly related to the concession, why shouldn’t 
there be relief? 
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Mr. Brown. Because if the concession has nothing to do with 
then the concession doesn’t need to be changed. 

Senator Minuuxrn. Supposing that concession has nothing to do 
with it, supposing we are unable to pin the exact cause of the i injury 
from a given amount of imports, but are able to establish the injury, 
what does the domestic producer do to protect himself ¢ 

Mr. Brown. We are not claiming now, nor has the Tariff Commis- 
sion claimed in its administration of the escape clause, that the con- 
cession has to be the sole or even the predominant cause. 

Senator Mitiiqrn. I understand that. I am willing to lump them 
all together and discuss all of them, but in the interest of orderly 
procedure I will take one at a time, and the others will appear in due 
course; but I am saying to you again that if the domestic producer 
is seriously injured by imports, why shouldn't he have relief, and 
if he doesn’t find relief under the Reciprocal Trade Act, where does he 
find it ? 

The CuarrMan. The relief which this amendment gives, Senator 
Millikin, is to suspend the concession in whole or in part, to withdraw 
or modify the concession or establish import quotas. 

Senator Mituixin. That is right. The quota might very directly 
get at the total import as distinguished from that part of the import 
which has been stimulated by the concession. I suggest my question 
is pertinent. 

Mr. Brown. I think it is, sir; and I continue to think that my 
answer is also. 

Senator Mirtrkin. Well, Mohammed will have to come to the 
mountain or the mountain will have to go to Mohammed, and it doesn’t 
look like either is going to happen in this forum. Very well. 

Mr. Brown. The second point is that down in line 25 it says in 
such—may I look at my papers for just a moment ? 

The Cuamman. Yes; of course. 

Mr. Brown. Over on the top of page 6, the first line—serious injury 
to “domestic producers”—I think you will recall, Senator Millikin, 
that that language came up in the debate in the Senate in connection 
with the first peril- point amendment in 1948, and the question was 
raised as to whether this domestic producer might not mean simply 
a marginal producer and that really what was intended was to deal 
with injury to the industry and that an amendment was made on the 
floor at the time of the debate to change that |: anguage to “the domestic 
industry” producing like or directly competitive products. 

We would feel it would be important to make that change. In this 
respect, to go back to the language in the 1948 act—— 

Senator Minzi«iy. It will be understood, will it not. from your own 


interpretation of the words that the domestic indus stry would con- 
template all forms of production 4 

Mr. Brown. Yes, sir. 

Senator Mittr«in. Including agricultural production for example? 

Mr. Brown. As far as my underst: cal it is concerned, I would 
be quite prepared to accept the explanation you gave on the floor of 
the amendment that was made at that time. 

Senator Mitzixin. When I am asking you, I think it should be un- 
derstood that I am always asking about the State Department posi- 


tion unless I make it clear that Iam asking for your personal opinion. 
Mr. Brown. Yes, sir. 
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Senator Minin. May that be assumed all through these proceed- 


in 

Mr. Brown. All through these proceedings I think you can assume 
T am talking not only for the State Department but for the other 

agencies in the trade- ~agreements organization. 

Senator Mittixrn. Thank you very much. 

Mr. Brown. May I add, sir; that the comment that I make also 
applies on lines 16 and 17 to the words “or a segment of such industry.” 

Senator Mitirk1n. Your objection is it might cover too many high- 
cost marginal producers ¢ 

Mr. Brown. Yes, sir. The next point that we would like to make 
in connection with this amendment appears on line 10 on page 7, 
where there is a requirement that if the Tariff Commission should, 
after investigation, find that no injury or threat of injury had been 
established, it must in addition to giving the reasons why it came 
to that conclusion set forth a level of duty below which in the Com- 
mission’s judgment serious injury would occur or threaten. 

In other words, the Commission would then have to make another 
peril-point finding. 

Senator Mitirkin. You are referring now to the first part of sub- 
paragraph (c) ? 

Mr. Brown. No, sir; I am referring to the last sentence of subpara- 
graph (c), beginning on line 10 and ending on line 12. 

Senator MinuiKxin. Thank you. 

Mr. Brown. It would seem to us that that is, particularly if the 
peril-point amendment in sections 3 through 5 should be adopted, 
that would be superfluous and undesirable and should be omitted. 

The next point deals with the second paragraph of section C, lines 
13 through 18. We feel that this paragraph would make the admin- 
istration of the escape clause quite unworkable and would lead to in 
many cases action where no real injury was caused by imports. This 
question of what is evidence of injury is something which differs very 
widely with different cases, and, as the Tariff Commission itself has 
stated in the booklet which it has put out about the administration of 
the escape clause, you have to look at each individual case on its 
merits. 

Let me cite just one example. As this section now reads, it says 
that a higher or growing inventory attributable in part to import 
competition would be evidence of serious injury. 

Now there might be many cases where a higher or or growing in- 
ventory was something th: at people were trying to get. You might have 
your oil inventory, for ex xample, much too low ‘from the point of view of 
the indystry operation or from the point of view of national security. 
You could have a downward trend in production, employment, wages, 
or decline in sales from any variety of causes which were not related 
in any significant way to import competition, but nevertheless under 
this mandate they are made legally evidence of serious injury. That 
would in our opinion be a quite unworkable standard. 

We think that the Tariff Commission ought to be left as the expert 
body to determine what is evidence of injury and what weight to give 
to that evidence in the particular case before it. 

Therefore we would suggest that that paragraph should be elimi 
nated. 
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Senator Minin. Under the language of the amendment is the 
weight to be given the evidence prescr ibed ? 

Mr. Brown. No, sir; it is not prescribed, but it says that if any 
of these factors should be established, that there is evidence of in- 
jury in the eyes of the Congress, and that is a very important factor 
which we think should be left entirely to the Tariff Commission to 
decide. 

Senator Mirurxrn. It does not say conclusive evidence, does it ? 

Mr. Brown. No, sir. 

Senator MILnikin. en completely determinative evidence ¢ 

Mr. Brown. No, si 

Senator MILLIKIN. it just says it shall be evidence. 

Mr. Brown. That is correct. 

Senator Minurkrn. And the trier of the facts and the law can give 
whatever weight he wishes to each and/or all or any combination of 
those standards, can he not ? 

Mr. Brown. It can be so argued; yes, sir. 

Senator Mriuurkrn. Is there any answer against that argument 
under the language ¢ 

Mr. Brown. There are two answers to it. The first one is that in 
certain cases the things which are named here would not in fact be 
evidence of injury, but they are nevertheless so denominated by this 
section. In the second place, it puts the Tariff Commission in the 
position of being given a legislative mandate to do certain things which 
may or may not be evidence of injury and puts them in the position, 
if they deny an application, of appearing to disregard evidence of the 
injury, and we don’t think that is a proper position for them to be put 
in. 

Senator Minurkin. Well, since they are the triers of the facts and 
the law and since under the language they can attach their own weight 
to the evidence, what is tthe harm ? 

Mr. Brown. There is a very important difference. When there is 
a congressional statement that certain things are evidence, that gives 
them a great deal of weight, more weight than they perhaps should 
have in the light of the circumstances that exist in the particular case. 

Senator Kerr. Is the witness saying that the language in the bill 
would of itself make certain things damaging regardless of whether or 
not other interpretations might be given to it in the absence of the 
language / 

Mr. Brown. That is correct, sir. If the Congress wished to say that 
certain things should be considered, taken into account, given atten- 
tion, but make it perfectly clear that whether or not they are evidence 
and the weight to be given is a matter for the trier of the facts, that 
would, I think, meet the point that I was making. 

Senator Minin. But under the language as it is—we don’t want 
to be captious with the language of the House bill that comes here, and 
under the language as it is, 1 ask again: Is there anything in that 
language that prevents the Tariff Commission from giving ex xactly 
the we ‘ight that it chooses to those factors, singly or in combination ¢ 

Mr. Brown. Yes, sir; there is. 

Senator Mittin. What is it? 

Mr. Brown. Because it says that certain things here shall be ev idence 


of injury, and in certain cases they would not be evidence of i injury 
as a matter of fact. 
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Senator Mizurx1n. The Tariff Commission gives it that weight. It 
is simply a rule of admissibility. 

Mr. Brown. No, sir. 

Senator Minurkin. All the law says is these things are put in and 
they have the status of evidence, but show me, please, where it says 
what weight should be given to the evidence. 

Mr. Brown. It doesn’t, Senator, except that a congressional man- 
date, congressional statement, gets a great deal of w eight. 

Senator Minurkin. These m: atters that we are disc ussing, if there is 
any serious contention that the words are not clear enough, it could 
be cleared up in the committee report, could it not ? 

Mr. Brown. No, sir; I think this is sufficiently important that it 
should be cleared up in the language of the statute. 

Senator Mitiikin. But if it were cleared up in the committee report, 
for example, if the committee report said in effect that the trier of 
the facts is the judge of the weight of evidence, and the committee 
put that interpretation on it, it ought to be sufficient, ought it not 

Mr. Brown. It would not meet our objection to this at all—well, it 
would help, but it would not meet it, Senator, because it would never- 
theless put the Tariff Commission in a position where it might have 
in a great many cases to deny an applic ‘ation and would be in the posi- 
tion ‘of disregarding what the Congress had said to be evidence of 
serious injury. We ‘do not think it should be put in that position, and 
if the Congress thinks that the weight to be given to the evidence 
should be the function of the trier of the facts, then I think the Con- 
gress should say so and not leave it to argument afterward. 

Senator Miniikin. I suggest that the language itself has that con- 
struction inherent in it, but I suggest again that if any one had any 
doubts, it could be easily cleared up in the committee report. 

1 ask you again to point out the words which limit the Tariff Com- 
mission in giving the weight it wishes to the evidence. 

Mr. Brown. There aren't any words, I am not claiming there are, 
but as a practical matter, this would have a very important effect, 
and we think that it is not a proper thing for this kind of a mandate 
to be put in the law and the thing to be left ambiguous and open to 
the kind of discussion and difference of opinion which we are having 
here. 

Therefore, we would ask the Congress to clarify that point and 
make it perfectly clear that these are matters—if they wish to mention 
them at all—that these are matters which the Tariff Commission should 
take into account, but that whether or not they are evidence and th 
weight of the evidence is something that the triers of the facts should 
cetermine, 

Senator Mitirkin. I suggest again that the language comes down 
to a mandate on admissibility as to what shall be the evidence of the 
case, but I suggest again that you cannot point out anything in there 
that limits the right of the Tariff Commission to reach its own con- 

clusions as to the evidence and to give whatever weight it wishes to 
any of these factors alone or in combination, and, if there is, I wish 
you would point it out. 

Mr. Brown. It is not explicit, but it is very ambiguous. 

Senator Kerr. Would the witness say at that point that the Tariff 
Commission would be in the position of saying that Congress has 
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said that this shall be evidence, but we decide that it has no weight 
as such, and that that might embarrass the Commission ¢ 

Mr. Brown. I think that would put them in a very embarrassing 
position. : ; ; 

The Cuatrman. I think we might deal with that in such a way as 
to make it perfectly clear in the language, but I get your point, and 
as I get it, it is this: In some cases particular facts might be evidence 
of injury and in other cases they might be wholly unrelated and have 
no relation whatever. 

Mr. Brown. That is correct, sir. 

The CuatmMan. But since the Congress is directing that they shail 
be deemed so-and-so, in that event, of course, the Tariff Commission 
would be in a most embarrassing position to say we have to consider 
this but we don’t think it has the slightest impact on the question 
primarily submitted to us for consideration. I think it can be clarified, 
however, Mr. Brown. 

Now, are there any other objections to this particular section ? 

Mr. Brown. We have a number of small things. 

The Carman. But you do not think it is advisable even to put 
it in, perhaps, but assuming we are dealing with it, we have to deal 
with it as it comes over from the House, and we have to make up our 
own judgment as to whether it should be retained, and if so, in what 
form, 

Mr. Brown. I have some words here and there that I would suggest, 
but I don’t think they are important enough to bother. 

Senator Mitirkrn. I would like to ask the witness now to give his 
aflirmative suggestions for improving this section. 

The Cuatrman. You might do that, Mr. Brown, if you are prepared 
to do it at this time. 

Mr. Brown. I consider the suggestions I have been making so far 
as being affirmative suggestions. Would you like me to submit a 
redraft which incorporates the suggestions that I have made, with 
some words here and there in the language, and indicate the marking, 
and so forth, for you ? 

The Cuamman. That would be helpful to us if you are prepared 
to do that now. 

Mr. Brown. I would rather do that on a piece of paper than try to 
do it in this manner, if that would suit you, sir. 

The CuatrMan. It would suit us and probably be more helpful to 
us. If you will do that, we will have exactly what you have in mind. 

Mr. Brown. I can give it to you tomorrow. 

Senator MitirKin. I would like to ask the witness whether he objects 
to all of the standards that are in this section. 

Mr. Brown. Senator, I don’t think we object to any of them as being 
an element in the Tariff Commission’s consideration, but we do object 
to any of them being denominated ipso facto as evidence of injury 
because we do not think that necessarily. follows, but as a guide to 
the area of the Tariff Commission’s consideration, there are perfectly 
legitimate elements. ; 

Senator Mituixry. Well, you will cover, as vou stated, your affirma- 
tive suggestions in the memorandum ? ; 

Mr. Brown. Yes, sir. 

Senator MinirKry. The proposed draft, your own view of a better 
amendment ? 
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Mr. Brown. Yes, sir. On section 8 we have not been able to think 
of any suggestions which would make that a workable amendment and 
the reasons for our objection to the amendment in toto have been stated 
by the Secretary of State and the Secretary of Agriculture. 

The CmarrMan. My recollection is that the Secretar y said this could 
not be reconciled with any due and proper administration of the Trade 
Agreements Act—this section. 

Mr. Brown. That is our judgment. 

The CuatrMan. This particular amendment. And he didn’t suggest 
that any amendment could be helpful in considering this. ‘That is your 
position still; is it? 

Mr. Brown. Yes, sir. 

Senator Minuikin. Might Lask for a résumé of the objections to that 
paragraph, Mr. Chi uirman ¢ 

The CuatrMAN. Yes, sir; you mean section § ? 

Senator Mintuikin. Yes, sir: section 8. 

Mr. Brown. I don’t see how I could add very much to what the 
Secretary of Agriculture said on the subject, but basically this repeals 
the binding force of almost all of the agricultural concessions that we 
have made in our trade agreements, and therefore will, we will, pre- 
vent us from making useful agreements in the future, take away the 
legal basis for agreements in the past, and lead to a withdrawal of 
concessions that we have obtained for American agriculture, which 
will have a much greater harm to the United States interests in general 
and agricultural interests in particular than any conceivable benefit 
that could come from this section, even if it worked as written. 

That is a very, very succinct summary and, as I say, the matter was 
explained in detail by those better qui alified than I to do so. 

Senator Mittikin. You are content, completely content, then, with 
the explanation of the Secretary of Agriculture ¢ 

Mr. Brown. Yes, sir. 

Senator Min1ik1n. You are not always working in the same har- 
mony when specific cases are before the Tariff Commission. 

Mr. Brown. The Departments of State and Agriculture and the 
people in those Departments often disagree on various points, but we 
have no difficulty in working in harmony. 

Senator Mrnuikiy. You have harmonious sly agreed to disagree with 
respect to the relation of section 22 to GATT. 

Mr. Brown. In a particular case; yes, sir. 

Senator Minziikin. Yes, sir. 

Mr. Brown. We have disagreed as to whether or not a certain pro- 
posed action under section 22 would be consistent with GATT. In 
most cases we are in agreement. 

Senator Miniikin. Have you any suggestions for improving under 
your view the matter—the provisions of section 8 ? 

Mr. Brown. No, sir; we don’t think it can be improved. We think 
there is just nothing to work on. 

Senator Miniikrn. I hope you let your voice fall. 

Mr. Brown. There is nothing to work on. We have tried. We have 
approached this problem, as the Secretar y explained, with a desire to 
see, much as we disagreed with these ame ndments. if there was a w ay 
in which they could be worked out; and with the best will in the world. 
we can’t find any way in which this section can be contained in the act 
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which would not render the act quite unworkable, and we feel that 
very strongly. 

Senator Witttams. Would you prefer the Magnuson amendment in 
preference to this if you had to take your choice / 

Mr. Brown. Senator, that puts me between the devil and the deep 
sea. 

Senator Kerr. In other words, if you are going to be executed, you 
have to be forced to tell in which manner it shall be done? 

Mr. Brown. Yes, sir; because if you make the choice, it implies some 
preference for the manner of execution, and we object to execution. 

The CHaimman. Is there anything else on these amendments you 
wish to say at this time? Any questions / 

Senator Mituikin. No further questions. 

The CHarrMan. Any questions by any other member of the com- 
mittee? Any questions about these amendments‘ Mr. Brown is here 
now to answer questions about anything, so we have 30 minutes, but 
we will have to go to the floor tod: ly. We will not be able to sit this 
afternoon and not before Monday again, after we reach the noon hour. 

Are there any questions you wish to go into now—and member of 
the committee at this time—with Mr. Brown / 

Senator Frear. I don’t want to ask repetitious questions, Mr. Chair- 
man, but this little blue sheet, analysis of H. R. 1612—with which of 
those points does Mr. Brown disagree ¢ You have seen this? 

Mr. Brown. I have seen it, Senator. I don’t have it before me. 

Senator Witiiams. Here is one. 

Mr. Brown. Thank you very much. Fundamentally, Senator Frear, 
we object to all of the amendments. 

Senator Frear. I think that answers the question. 

Mr. Brown. What we have been trying to do this morning has been, 
in the cases where it was possible, to suggest changes which we felt 
could allow the program to work, to try and do so, and we have been 
able to find a number of points in items 2, 3, and 4 where we felt changes 
liere and there would make the thing possible. 

Senator Fre Ak. But then you do not disagree entirely with 2 and 4? 

Mr. Brown. We think that it would be prefer: able if we did nbt have 
2and4. We think that you could have a 2 and a 4 which could be made 
to work, 

Senator Witiiams. When you said you believed you could have a 2 
and a4, you did not mean 2 (a) and 4 (a) ? 

Mr. Brown. Just the escape clause and the peril-point amendment, 
which could be made to work. 

The Cuairman. Any further questions? 

Senator Frear. No. 

The Cuamman. Mr. Brown, it has been suggested in the course of 
the testimony here before us that with re ference to section 8 of the 
bill—that Is, the last amendment—that there should be an amendment 
to section 22, particularly to the provision designated as 22 (f). That 
has been the position taken by some of the farm organizations, that 
they agreed that this section 8 was not desirable, but that they did 
think that there should be an amendment made of the character that 
I have just described. ‘That is, an amendment to section 22, clar ifying 
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it, and particularly to the provision contained in f. Have you given 
that consideration ? 
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Mr. Brown. As I recall it, the section small f of section 22, when 
it was first brought into the law in 1948, I think it was, said that no 
action should be taken under section 22 which was in contravention 
of any international agreement to which the United States was a party. 
That was amended—was it in 1949, I think it was in 1949—to limit 
the limiting effect of international agreements on section 22 by an 
amendment which said—I don’t remember the exact language—in 
effect that we should be free to operate under section 22 within the 
limits of the agreement contained in the General Agreement on Tariffs 
and Trade, the GATT, and that no further agreement, no future agree- 
ment, no amendment to the GATT should impose any further restric- 
tions on the use of the section. 

Now, the reason for that, all of section f, is this: that section 22 
contemplates that one might have quotas or fees—that is, an addi 
tional tariff—on agricultural products in a case where imports were 
affecting an agricultural program. 

This has alw: avs been one of the difficult problems that we have had 
to deal with, because agriculture in this country has two great 
interests. It has the domestic interest and it has the export interest. 
One of the major functions and purposes of the trace agreeme nts pro- 
gram has been to obtain concessions abroad for our agricultural ex- 
ports. I think this committee has been told many times and knows 
well the importance of export markets to our agricultural products. 

Now, in any trade agreement you can’t get concessions for your ex- 
ports unless you are W illing to give some concessions on your Imports. 
That is basic. And you can’t be able to. give any concession on your 
imports if you are free at your own unilateral decision to pose a 
quota or raise a tariff on a product which is in the agreement. 

On the other hand, we certainly didn’t want to be in the position 
where if there was a price-support program in this country, there 
wasn’t any way of limiting imports, because that would obviously 
not make sense. 

So the basic agreement was reached that whenever—that we would 
be free to impose a quota on imports in any case where we were re- 
stricting our domestic production. 

Now, the normal price-support operation involves some kind of a 
limitation on the amount of product which is entitled to the support 
because otherwise it just goes up and up. 

Senator Frear. Limitations were not very heavy on potatoes. 

Mr. Brown. There was none on potatoes at first, and then I think 
there was an acreage restriction, which did not prove effective because 
farmers were ingenious enough to grow a great deal more on the lesser 
number of acres, but I think the C ongress has taken action on tha 
particular prograin. 

So that now as section 22 stands we are free, so far as our interna- 
tional obligations are concerned, to impose a quota on a programed 
commodity in any case where either the production or the marketing 
of the commodity domestic is effective ly limited. 

Senator Mmuiki. And where it is reduced proportionately. 

Mr. Brown. Where the whole burden of the cut would not be on the 
import; ves, sir. Of course, section 22 says that you can’t cut more 
than 50 percent under the section. 
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Senator Minuikin. We have to cut our domestic production propor- 
tionately to the cut in the import; is that right ¢ 

Mr. Brown. That is right. 

Senator WitiiiMs. You speak of the action of C —* aken with 
reference to potatoes. The situation, if I underst: ind it correctly, 
there is no price support on potatoes and our potato growers will have 
to compete with Canadian imports with a 50-percent cut in the tariff. 

Mr. Brown. Yes, but Canadian imports have fallen off tremen- 
dously. 

Senator Witu1aMs. But in 1951 we have no assurance they will not 
be back to normal with a normal crop. 

Mr. Brown. The anticipation is they will be very much smaller. 

Senator Wintiams. And they will be operating in 1951 on a 3714- 
cent tariff rate against a former 75-cent tariff rate; is that not correct ? 

Mr. Brown. Ona certain amount. 

Senator Wittiams. Yes; and in addition. to that, they will be 
operating with no support price. 

Mr. Brown. That is correct, but the expectation is that the imports 
will be very small. They are down to a third of what they were, and 
they consist very largely of seed potatoes, which we want. 

Senator Witiams. What leads you to think that in 1951 low 
imports will prevail ? 

Mr. Brown. I am not a potato expert, Senator Williams, but that 
is What the potato experts tell me. 

Senator Wituiams. They had a shorter crop that year, which did 
that, as I understand it. Would you advocate this same remedy on 
all agricultural ee other than potatoes 4 

Mr. Brown. Yes, sir; I think it is a sound principle. 

Senator Wrisiniee: You think it is a sound principle for the 
solution to our agricultural problem and would work in all agricul- 
tural commodities ? 

Mr. Brown. I think the Secretary of Agriculture showed that the 
interests of agriculture in the products which are or were likely to be 
under price support in the export field is vastly greater than the 
imports which would come. 

Senator Wintiams. You recommend that Congress give serious 
consideration to extending this principle on to other agricultural 
commodities as we have done on potatoes ¢ 

Mr. Brown. Well, Congress has not—you mean no price supports ? 

Senator WitiiaMs. Yes. 

Mr. Brown. No, sir; I have no opinion in the field of whether—— 

Senator Wituiams. That is what you said a moment ago, and I 
wondered if I understood you correctly. 

Mr. Brown. I was referring to the principle in the general 
agreement, 

Senator Wittiams. Why did you single out the potato farmer to 
subject him to a lower tariff and no price supports and not extend i 
to the wheat farmer or other farmers? What is the difference 
between the farmers / 

Mr. Brown. I am sorry: I did not intend te single out potatoes. 
You started asking me questions about potatoes. 

Senator Winiiams. IT asked you if you would single them out, and 
your answer, as | understood it, was you would not single them out, 
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but extend it across the board. and that means the elimination of 
all price supports. 

Mr. Brown. No, sir: that is not what I meant. The principle I 
would extend across the board is the principle that one should not 
impose a quota on agricultural imports unless there is a restriction 
also on either the marketing or production of one’s domestic agri- 
cultural products, because if you don’t have some kind of a limita- 
tion on what you do, vou cannot expect to get the concessions and 
lowering of duties and reduction of import quotas which our agri 
cultural exports need. 

Senator Wittiams. You made reference to the fact that you thought 
Congress had corrected the situation as regards potatoes. The only 
action Congress took on potatoes was to repeal the price-Ssupport 
proeram. 

Mr. Brown. I thought I said—and I intended to say Congress 
had acted—I must disclaim any judgment or opinion as to what the 
price-support policy of the Congress should be and what commodities 
should be included. IT am not qualified to have a iudement on those 
subjects. 

Senator Minuikin. Do you feel qualified to assert that whatever 
the judgment of Congress should be, it should not be impaired 
by GATT? 

Mr. Brown. Well, Senator. the amendment, or rather he section 
as it now stands. is quite explicit that the Congress has referred to 
the GATT, and— 

Senator Miturkin. I beg your pardon. It hasn't referred to it ex 
plicitly. It refers to treaties and agreements. 

Mr. BROWN. I think not, sir. May I see the section ? 

Senator Minzikin. There is nothing whatever in the section about 
GATT, and had there been anything in the section about GATT, that 
particular part of the agreement, I suggest, would never have been 
authorized. 

Mr. Brown. Would vou care to read it, sir? 

Senator Minuikix. Tam quoting from section 22 (f) of Public Law 
579 of the Eighty-first Congress : 


tut no international agreement or amendment to an existing international 
agreement shall hereafter be entered into which does not permit the enforce 
ment of this section with respect to the articles and the countries to which sucl 
agreement or amendment is applicab'e to the full extent that the general agree 
ment on tariffs and trade, as heretofore entered into by the United States, ] 
mits such enforcement with respect to the articles and the countries to whiel 


this general agreement is applicable 

Is that what vou are referring to / 

Mr. Brown. That is what I was referring to. 

Senator Minnikix. The words are, “international agreement o1 
amendment to an existing international agreement.” The earlier 
language 2 years before, I think, said “treaties or agreements.” There 
is nothing in there about GATT: is there ? 

Mr. Brown. I thought I heard you read GATT. 

Senator Minuikin. Sir? 

Mr. Brown. The amendment says that—may I have a copy of it ¢ 

Senator Minnikin. Surely, pardon me. 
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Mr. Brown. Thank you. It says: 

No international agreement shall hereafter be entered into which does not 
permit the enforcement of this section to the full extent that the general agree 
ment on tariffs and trade, as heretofore entered into, permits such enforcement 
with respect to the articles and the countries to which such general agreement 

s applicable. 

In other words, that means that we cannot, by any future interna- 
tional agreement or by any amendment to the GATT or to any other 
agreement place any limitation on the use of section 22 which is not in 
the general agreement. 

Senator Minurkin. It does not mention: does it 7 

Mr. Brown. Yes, sir—“‘the general agreement on tariffs and trade, 
as heretofore entered into by the United States.” 

The CuatrMan. He didn’t call it GATT. Maybe that is what con 
fused the matter. 

Senator Kerr. Does GATT stand for General Agreement on Tariffs 
and Trade ¢ 

Mr. Brown. Yes, si 

Senator WintraMs. Do you think there is any contradiction be- 
tween the low tariff under reciprocal trade and a high agriculture- 
support program 

Mr. Brown. Yes, sir; I think there is some conflict there, but as I 
ald before, you have two very imports int interests of the United 
States agriculture, and both of them need £ i forwarded and pro- 
tected, and the Government has to represent both of them. 

Senator Winiiams. Do you think that the existing program has the 
effect = a world- — agriculture-support program 4 

Mr. Brown. No, si 

Senator arta Do you think that the importing of agricul- 
{ural commodities under the low tariff at the same time the ‘vy are being 
purchased under the high-support program and then reexported 
surplus commodities is a contradiction ¢ 

Mr. Brown. I think the amounts which are imported of price-sup- 
port commodities are very small. 

Senator WinuiAMs. I was just reading in this morning’s paper there 
were several million pounds of Cheddar cheese being unloaded in one 
of our ports. 

Mr. Brown. Yes, sir, our imports of Cheddar cheese are somewhere 
in the neighborhood of 114 percent of our domestic production, and 
about one-third of our exports of Cheddar cheese. 

Senator Witurams. There were several million pounds being un- 
loaded currently. 

Mr. Brown. Most of them are of a special kind, which we do not 
produce and which people in this country like. 

Senator Winuiams. That is true, but when you subtract those kinds, 
you have about 6 or 8 million pounds, if I remember correctly, of 
Cheddar cheese which we do produce, and in the same paper the day 
before the Department announced it was buying 3 or 4 million pounds 
of cheese for the support program. Both announcements came out 
within 24 hours of each other 

Mr. Brown. That is correct. 

Senator Winuiams. They announced we were buying that for export 
to get it out of this country. Isn’t there a contradiction in that ? 
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Mr. Brown. Export is an important interest of American agricul- 
ture. 

Senator Win.uiaMs. Sure, it is. But it is not important when we 
pay 32 cents a pound for it and sell it for 15 cents a pound. 

Mr. Brown. Again, Senator, | am not as well qualified to answer 
these questions as is the Secretary of Agriculture, but it is my under 
standing that these things do not all happen simult: neously, that 
these sales that were made at the reduced price were made some time 
ago. 

Senator WituiAMs. About a couple of months ago, weren't they ‘ 

Mr. Brown. They were made under different conditions from those 
that exist today, and what you have to look at is the end result over 
a pe riod of time, 

So far the experience has been in the postwar years that our im- 
ports of Cheddar cheese have been minute in comparison to our 
domestic production and have been very much less than our exports 
of Cheddar cheese. 

Senator Winuiams. This minute part you are speaking of cost us 
about $11,000,000 last year. 

Mr. Brown. I don’t know whether there has been a loss on the 
Cheddar-cheese program in total during the year or not. 

Senator Wituiams. Yes, that is a matter of record. 

Mr. Brow N. | say I don’t know. But you hi ave to look at the total 
picture on these commodities and where the balance of interest lies, 
because if you just take the other extreme and you pay that there 
shall be no imports of Cheddar cheese from Can: ada. which is where 
they come from, then you get a situation where there is by that much 
less sales of our produce ts to the Canadians. 

Now, the Canadians take more generally from us than we do from 
them, and in the agricultural area they are one of our very best cus- 
tomers, and they happen to be the most or one of the most important 
areas in the world where there is now a free market without re- 
strictions. 

Senator WituiaMs. Of course, you are speaking of Canada. 

Mr. Brown. Yes, sir: and that is where Cheddar cheese comes from. 

Senator Wititi1aMs. It so happens that this shipment of Cheddar 
cheese comes from New Zealand. 

Mr. Brown. Well, but the point I made would still hold, that if you 
embargo imports of Cheddar cheese, you would have the effect on 
Canada—— 

Senator Wiiiiams. Might have sold something to New Zealand 
which we wouldn't have sold otherwise / 

Mr. Brown. That is true, too. 

Senator Kerr. The witness says he is not an agricultural expert, 
and in that I want to say I share the status, but it m: iv be that he is 
better informed — reference to this partic ular field of agriculture 
than [ am, and if so, | would appreciate his trying to answer this 
question. 

Is the term “Cheddar cheese” one which refers to quite a field of 
products that generally bear the name of cheese or its it one of a 
limited identity? Are there different kinds and qualities and flavors 
and degree of decomposition in certain fields or is it one of those 
which has to be subjected to that condition before it is edible? 
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Mr. Brown. There is a very wide variety of different kinds of 
cheeses, and on the whole, I think I am correct in saying that our 
imports are mainly of specialty kinds which appeal to particular 
groups in this country. The Italian population in this country, for 
example, has got some favorite kinds of cheese which they get from 
Italy, and also it is my understanding that there are gradations 
within the Cheddar category and that the Cheddar which comes 
from Canada is of a somewhat different type than the great bulk of 
what we produce. 

Senator Kerr. Another term that would identify this Cheddar 
croup that might be more intelligible to the uninformed would be 
what / 

Mr. Brown. I would have to take advice on that. 

Senator Minuikrn. Is that what is commonly known as rat-trap 
cheese ? 

Mr. Brown. Off the record, s 

(Discussion off the record.) 

Senator WituiaMs. I directed the same question to the Department 
of Agriculture because I knew nothing about cheese, but I was advised 
this type of cheese is comparable to that which is produced in this 
country and it goes under the same name. 

Senator Kerr. We have every other kind of cheese in this country. 

Senator Witutams. We have limburger, which we bring in but do 
not make. They had eliminated those types which were not pro- 
duced in this country, as I understand it. I am not an authority on 
cheese, 

Senator Kerr. Does the witness know the hoop kind of cheese pur- 
chasable in the average general merchandise store in rural areas, 
which is sheed off with a mechanical device calculated to do it in very 
thin slices 4 ! 

Mr. Brown. I think you have effectively demonstrated my lack of 
qualifications as an agricultural expert. I will just have to find out 
for you. 

Senator Kerr. It is not my purpose to do that. It was my purpose 
to eliminate a similar situation with mvself to the extent that you 
might be able and willing to do so. 

Mr. Brown. I think all I can say is that the most important a of 
cheese which we produce is the cheese called Cheddar, and T think 
that is the sort of general common ordinary kind of cheese you see 
around the country. I would like to check that. 

Senator Marri. I think the common ordinary cheese to which the 
Senator from Oklahoma refers is what we used to as boys purchase 
vhen we would buy a little cheese and some crackers when we went 
to the crossroads store. That is probably what the Senator from 
Colorado refers to now as rat-trap cheese. 

Senator Witiiams. Maybe that is rat-hole cheese. 

Senator Martin. It is really a basic product and probably more 
generally used than a lot of these others. 

The Cuatrman. We will ask you to come back Monday morning, 
Mr. Brown, and in the meantime I would like to submit to you an 
amendment which has been offered to the committee and de: ling with 


our old friend, furs. See what you think about it and wh: atever com- 
ments you have we will be glad to receive. 
Mr. Brown. Thank you, sir. 
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Senator Minurmkin. I would like to ask the witness whether he 
desires to change any of his testimony in past hearings on ITO, 
GATT, the reciproc ‘al-trade system, or any of his testimony before 
this committee 2 ve ars ago or whenever we have had these hearings. 

Mr. Brow N. No, sir, J have read over the discussions that we had 
on the meaning and the purpose of the different articles in the GATT 
and we are prepared to stand on that explanation. 

Senator MILLIKIN, That vroes also as to reciprocal trade, the system, 
the practice, the proce — the whole subject ¢ 

Mr. Brown. Yes, s 

Senator iid aie: 1 ask the question, Mr. Chairman, because 


obviously we can save a lot of time if we may consider as a part of 
this record the “et records that have been made on the same general 
subject matter or the specific subject matters. May we do that? 


eat ence Yes, that can be done, and if you have any amend- 
ments that you want to suggest to any portion of your testimony, 
please bring that to the attention of the committee. 

Senator Miturkin. I would like to ask one further question. From 
the State Department standpoint, the same understanding and agree 
ment would apply to other witnesses for that Department, Mr. Thorp, 
Mr. Clayton, for example? 

Mr. Brown. I think so, yes. We can’t obviously be sure that every 
word that we have said is exact, but the substance of what we have 
said, the kind of procedures and operations that we have described, 
and specifically the interpretations which I gave this committee of 
the meaning and the purpose of the general agreement, | think we 
certainly don’t want to change. 

Senator Minnikin. I don't want to limit my question to anythin o 
specific. I want to limit it to the whole comp lex of rel: ited subjects, 
~ I want to be fair about it, because otherwise I wouldn't talk about 

, T would just use those records. 

"Tt there are any changes, they certainly should be provided us 
rapidly. It would be too much of a burden, Mr. Chairman, to have to 
run through all of the subject matter that has been discussed at prior 
meetings. 

The Cuarrman. You understand, Mr. Brown, if you have any 
amendments or wish to clarify any statement in any of your own 
testimony—of course, Mr. Clayton is not now with the State De _ 
ment and you wouldn’t be ab le to make any changes in his testimony 
of course. 

Mr. Brown. I think only. sir, 1f there should be need to do so, 
when he was speaking officially for the Department, but I don’t 
anticipate any need to make any change. 

The CHamman. The committee will recess until 10 o'clock Monday 
morning. 

(The following letters, by direction of the chairman, were made a 
part of the record :) 

UNITED STATES JUNIOR CHAMBER OF COMMERCE, 
Tulsa. Okla... Mareh 15, 1951 
Hon. WALTER F. Grorce, 
Chairman, Senate Finance Committee 
Nenate Office Building. Washington, D. ¢ 

DEAR SENATOR GEORGE: The national executive committee of the United States 
Junior Chamber of Commerce, at its last meeting in Roanoke, Va., on January 
20, 1951, authorized me to make the following statement: 
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“The United States Junior Chamber of Commerce by its resolutions at its 
national conventions and national board meetings has consistently supported the 
Reciprocal Trade Agreements Act and desires to go on record urging the exten- 
sion of the Reciprocal Trade Agreements Act which expires on June 12, 1951.” 

I would appreciate your having this statement inserted in the record of the 
hearings now being held by your committee, 

Sincerely yours, 
RicHarD W. KEMLER, 
National President, United States Junior Chamber of Commerce. 


LAWRENCE LEAGUE OF WOMEN VOTERS, 


Lawrence, Kans., March 13, 1951. 
Senator WALTER F. GreorGgE, 


Chairman, Senate Finance Committee, 
United States Senate, Washington, D. C. 


DeAR SENATOR GEORGE: The League of Women Voters has been concerned with 
tariffs and trade for many years and is in favor of liberal reciprocal trade agree- 
ments. As you know, at the hearings in both House and Senate committees, 
the league supported an extension of the Trade Agreements Act in its present 
form 

The league believes that keeping avenues of world trade open is especially im- 
portant now. We need many strategic materials from other countries, and 
other countries need to sell goods to stabilize their economies. The league be- 
lieves that a free flow of imports and exports will also help to stabilize and 
expand our domestic economy. And is it not better economy to trade than to give 
outright? 

In behalf of the League of Women Voters of Lawrence, Kans., I urge you to 
support extension of the act as first introduced in the House, that is, without 
the four amendments added on the floor of the House. We believe that these 
amendments negate the whole act. 

Sincerely yours, 
JOHANNA KoOLULMORGEN, President. 

(Whereupon, at 12 o'clock m., the committee adjourned to recon- 

vene at 10 a. m., Monday, March 19, 1951.) 
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MONDAY, MARCH 19, 1951 


Unrrep States SENATE, 
COMMITTEE ON FINANCE, 
W as hington. 2B. C 

The committee met. pursuant to recess, at 10 a. m.. In room 312, 
Senate Office Building, Senator Walter F. George (chairman) pre 
siding. ' 

Present: Senators George, Connally, Hoey, Kerr, Millikin, Taft, 
Martin, and Williams. 

Also prevent: Mrs. Elizabeth B. Springer, chief clerk, and Serge 
Benson, minority professional staff member. 

The CHarrmMan. The committee will come to order. please. 

A letter from the Secretary of the Interior will be made a part of 
the record at this point. 

(The letter referred to follows:) 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., Mareh 12, 1951 
Hon. WALTER F. GreorGe, 
Chairman, Commitice on Finance, 
United States Senate. Washington 25. D.C 


My Dear Mr. CHAIRMAN: The Department of the Interior, which has re 
cently been designated to have a direct part in the administration of the Trade 
Agreements Act, would appreciate the consideration by your committee of the 
views expressed in this letter with respect to the pending extension of that act 

The extension bill, H. R. 1612, in the amended form in which it was 
passed by the House of Representatives, would not appear to be in the national 
nterest. The cumulative effect of the amendments added by the House repre 
sents a serious threat to what has already been achieved under the trade agree 
nents program and would result in such procedural restrictions as to make sat 
isfactory future action most unlikely. 

The need for these very restrictive amendments does not seem to be justified 
by the facts at present available to this Department. The present procedural 
sufeguards, in the light of our experience, seem adequate and workable. Cor 
sequently, I urge renewal of the act without crippling amendments, and in a 
form which will make it administratively possible to achieve the purpose of 
the act. 

The Bureau of the Budget has advised that there is no objection to the submis 
sion of this report to your committee. 

Sincerely yours, 
Oscar L. CHAPMAN, 
Secretary of the Interia 


The Cuarrman. Mr. Brown, you had finished, I believe, what you 
wished to say about these House amendments. Is there anything else 
you wish to add at this time ¢ 

1019 
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STATEMENT OF WINTHROP G. BROWN, DIRECTOR, OFFICE OF 
INTERNATIONAL TRADE POLICY, DEPARTMENT OF STATE; 
ACCOMPANIED BY LEONARD WEISS, ASSISTANT CHIEF OF 
COMMERCIAL POLICY STAFF, DEPARTMENT OF STATE—Resumed 


Mr. Brown. Mr. Chairman, there is one point in connection with 
the escape-clause amendment that I neglected to make on Friday, and 
Senator Millikin asked me a question about past testimony of the 
Department. I would, with your permission, like to comment on each 
of those. 

The Cuatrman. Yes. You might do that at this time. 

Mr. Brown. L have provided you, Mr. Chairman, and Senator Mil- 
likin with draft language for the revision of the amendmeuts in ;: 
form which is in accord with the suggestions that I made Friday. 

There is one word which is quite an important word, which 

Senator Minuikin. LT have not had a chance, Mr. Brown. to go over 
this. 

The Cramman. This is a new suggestion, Senator. 

Mr. Brown. This is a new point, Senator. but I told you on Friday 
that the word changes I was going to suggest were unimportant. This 
one is not unimportant, and I thought I had better call it to vour 
attention. ‘ 

Senator Minzikin. This has to do with the escape clause ? 

Mr. Brown. At the bottom line on page > it refers to importations 
into the territory of one of the contracting parties in such increased 
quantities or under such conditions. We think that word “or” should 
be “and,” and we would suggest that the word “relatively” might be 
put in before the word “increased.” 

Senator Minnikin. Is that in this memo/ 

Mr. Brown. Yes, sir: that is in the memo I have given you. 

The reason for that is that we feel that if. as might be the case, 
imports were going down faster than a decline in domestic production, 
and, therefore, were taking more of the burden of the declining mar- 
ket than the domestic production, that under those conditions it would 
not be proper to withdraw the concession. We would not like to have 
it done by another country Vis-a-ViIs our eXports, and we do not think 
that it should be done by us. 

Now, as the section now reads it says “such increased quantities.” 
We do not necessarily think that it is essential that imports be increas 
Ing absolutely in order to vive rise to escape Clause action, so that we 
suggest that the word “relatively” might be put in there to show that 
even though imports might be declining, if they were taking a larger 
share of the domestic market than before, there would be justification 
for escape-clause action. That would also make the line consistent 
with line 14 on page 6, where the word “relatively” already appears. 

Senator Minune. I believe, Mr. Chairman, it would serve orderly 
procedure if Mr. Brown were to run through the suggested changes, in 
accordance with this late information which has been supplied us. 

Mr. Brown. Would you like me to comment on each one? 

Senator Mitiikin. Yes. I believe it would be a good idea to get it 
tied up all into one package. 

Mr. Brown. Very good, sir. 
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The first suggestion is “as a result of the effect of the obligations 
incurred.” That was the point that we were discussing on Friday, 
where we felt that if action is to be taken it must be action related to 
something that was caused, at least in part, by the operation of the 
agreement. 

The Cuatrman. You are still speaking of the escape clause / 

Mr. Brown. Yes, sir: this is section 7 (a). 

The Cuatrman. Yes. 

Senator Miniikin. Hasn't the chairman been supplied with a copy 4 

Mr. Brown. Yes, sir; he has a copy. 

The CuatrmMan. But I did not bring mine around with me. 

Mr. Brown. I have another copy, Senator. 

The Cuairman. I have to go back to my office anyway as soon as 
Senator Kerr gets here. 

Senator Mituikin. Mr. Brown, that means that from the State De- 
partment’s standpoint the injury must be the result of the obligation. 

Mr. Brown. At least in part, sir. 

Senator Minuikin. And the injury that might not result from the 
obligation hit would be generally connected with imports would not 
be the ground for an acceptable escape so far as the State Department 
is concerned / 

Mr. Brown. It would not. 

Senator Mitniktn. Thank you. 

Mr. Brown. Throughout you will notice a number of cases where 
we have suggested the changing of the word “concession” to “obliga 
tion”, because “concession” is regarded sometimes as only being a 
change in the tariff rate, and we wanted to cover all of the obligations 
assumed under the agreement. such as the bindine or the obligation 
not to use quotas. 

Senator Miniikin. Does the word “obligation” carry the connota 
tion that the Congress considers that there is a binding obligation ? 

Mr. Brown. We had not thought of that, Senator. We think there 
is an obligation— 

Senator Siccnnessh, I understand that. 

Mr. Brown (continuing). But it was not an attempt to bind the 
Congress; simply to get away from the narrower connotation of the 
word “concession.” 

Senator Minurkin. The word “concession” can rest on its own bot- 
tom without carrying any implication that the Congress has recog 
nized an obligation; in other words, there is quite a little difference of 
opinion as to whether GATT, for example, creates an obligation. 

Mr. Brown. If the Congress would prefer the word “concession” 
we would have not the slightest objection. 

The word in the next two lines “relatively” and the change from 
“or” to “and” IT have just explained. 

Senator Minruiktx. Would vou mind defining the word “relatively”, 
vour meaning of it? 

Mr. Brown. I would mean that imports were taking a larger share 
of the domestic market than they had before. Both might be declin 
ing, Senator, but imports were taking a larger share. 

Senator Mit. IKIN, That is the only thought you have in connection 
with that ? ; 

Mr. Brown. That is all. sit 
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The next suggestion is “the domestic industry producing like or 
directly competitive products” 

Senator Kerr. Let me get caught up with you. 

Mr. Brown. I do not think you have a copy of this. 

Senator Mitiixiyx. Mr. Brown has put in writing his proposed 
amendments, and he was just starting with the one that had to do 
with section 7. 

Mr. Brown. We had come to the seventh line in the first paragraph, 
Senator, with respect to the words “the domestic industry producing 
like or directly competitive products,” which was to meet the point 
about marginal producers that we discussed on Friday. 

The next change from “concession” to “obligation” is the one I have 
already commented on. 

The next one down there in the middle of paragraph (b) is a similar 
change. 

Senator Minir«rin. Is there any significance to the word “produc- 
ing” that you have underlined in the eighth line in the first paragraph ? 

Mr. Brown. I think that was the language that appears in the 
peril-point amendment. 

Senator Miiturkin. Well, it is merely a carrying word to connect 
up the thoughts. It has no particular significance in itself, is that 
correct ¢ 

Mr. Brown. No, sir. 

The change at the bottom from “or” to “and” is the one I just 
explained the reasons for. 

The deletion of the words “or a segment of such industry” at the 
top of page 2 goes back to the same comment about marginal producers. 

The change from “concession” to “obligation” is for the same pur- 
pose, but if the Congress prefers the word “concession” we do not care. 

Senator Mitnikin. What obligations do we make that are not 
concessions ¢ 

Mr. Brown. A binding of a duty-free treatment or a binding of an 
existing rate of duty. 

Senator Mintirkin. That is really though, in substance, a concession, 
is it not ? 

Mr. Brown. It is. 

Senator Minirkin. I mean, it is something of value to the other 
fellow. 

Mr. Brown. Yes, sir. The word could be interpreted in that way. 

Senator Miniikin. What is your authority to make obligations that 
are not concessions ¢ 

Mr. Brown. That goes to the whole question as to whether we have 
the authority to agree to general provisions in the agreement. 

Senator Mitiikin. So that if the word “obligation” were accepted 
there might be an implication, at least, that we had approved your 
right to go into the general trade agreements. 

Mr. Brown. I had not thought of it, Senator, but—— 

Senator Miniikin. You mean to tell me you had not thought of 
that ? ' 

Mr. Brown. I had not thought of that one, no. I thought of a good 
many, but not that one. 

The next comment is a suggested deletion of the requirement of a 
second peril point at the bottom of paragraph (c). 
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The next one is the suggested deletion of the paragraph about 
standards, but then to meet the point that we discussed on Friday- 
Senator Minuikiy. Is that the last paragraph on the second page? 
Mr. Brown. Yes, sir. There is an alternative draft of language. 
Senator Mitzixin. Would you mind holding up for just one second / 

Proceed, please. 

Mr. Brown. On the top of page 3 is an alternative, suggested 
alternative, to the paragraph at the bottom of page 2, if the Congress 
should desire to specify or identify some of the considerations that 
the Tariff Commission should consider in working on escape clause 
applications. They are the same standards in the other sections. 

Senator Mitxrk1n. That, under your theory, would go back and be 
ruled by such phrases as “relatively increased quantities,” and such 
conditions as to cause—— 

Mr. Brown. Yes, sir; just as the other one would. 

Senator Mimiki,. Yes, sir. 

Mr. Brown. I mean, there is no difference in relative status between 
the two paragraphs. 

Senator MinuiKin. The relatively increased quantities, for example, 
would be an indispensable condition to a finding, would it not ? 

Mr. Brown. Yes. Asa matter fact, as the section is now written 
an absolute increase would be. 

Senator Minuikix. I mean from your standpoint, with the substi- 
tution of the words that you put in here that would be an indispensable 
condition to a finding of such injury as would warrant an escape. 

Mr. Brown. Yes, sir. We feel—— 

Senator Miuuaxrn. And this paragraph that you are now discuss- 
ing would be ruled by that indispensable condition / 

Mr. Brown. Yes, sir; just as the other one would have been. 

Senator Mriuikin. Yes. 

Senator Kerr. Would you say that it would be ruled or affected 
or limited by it ¢ 

Mr. Brown. I would say it would be affected by the preceding parts 
of the section. The section will have to be administered as a whole. 

Senator Kerr. To the same extent, but to no greater extent than 
would the paragraph for which this is suggested as a substitute. 

Mr. Brown. That is correct, sir. 

Senator Mitzi. Let me put it this way: Suppose the Tariff 
Commission takes into account the trends of production, and regard- 
less of what it may find as to the trends of production, it must ulti- 
mately find that there has been a relative increase in the quantities 
of importation; is that not correct ? 

Mr. Brown. That would be correct, sir. 

Senator MiLirk1n. Supposing that the Tariff Commission takes 
into consideration profits, sales, and wages in the domestic industry 
concerned, would it be true that regardless of what it might find as 
to those, it would have to also find that there had been a relatively 
increased quantity of imports; is that correct / 

Mr. Brown. Yes, sir. 

Senator Mitirkin. Let us assume that the Tariff Commission con 
sidered the wages in the domestic industry concerned, no matter what 
they found about that, if there was not a relatively increased impor- 


tation, they could not make a finding for escape ‘ 
Mr. Brown. No, sir. 
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Senator Minuixrn. Yes. Thank you. 

Mr. Brown. The reason for that being that we feel that if imports 
are dropping faster than our domestic production already, whatever 
the situation is that is causing the difficulty is bearing more ardu- 
ously on the imports than on the domestic production, that we ought 
not then to place a further burden on the imports. 

We would not like to have other countries treat our exports in that 
way, and we do not think that we should do it ourselves. 

Senator Mirurkrn. Would you give the same answers to the posi- 
tion in solving the whole problem of the condition which you have 
imposed that the increase of imports must result from the concessions 
or obligations ¢ 

Mr. Brown. As I said on Friday, Senator, if it does not result 
from the concession, we do not see how changing the concession is 
voing to correct the situation. 

Senator Minuikrn. Well, you say that again today. 

Mr. Brown. Yes, sir. 

Senator Minnikin. Your answer is “Yes” ¢ 

Mr. Brown. Yes. 

Senator Mrnnixin. Thank you. 

Would you proceed with the other amendments in the bill? Would 
you give us anything that vou have to suggest as to them. 

Mr. Brown. The next one is section 6, Senator. The first sugges- 
tion is the withdrawal of the time period. ‘The second is the with- 
drawal of the requirement of a finding by the President, and the third 
one is relating to the amendment to the matter of security. 

Senator MirziKkrn. In effect, that completely transfers the discre- 
tion so far as the substance of that paragraph is concerned to the 
President, does it not ¢ 

Senator Tarr. What changes do you strike out ? 

Senator Minturn. They are talking about this one. 

My question was whether if the changes proposed by the State 
Department were adopted, the discretion in the subject would lie 
entirely with the President. 

Mr. Brown. It would be related to his judgment as to whether this 
would or would not affect the national security. 

Senator Minirkix. Would it not be completely related ? 

Mr. Brown. He would have to make the decision; yes, sir. 

Senator Minin. So that it would be completely related to his 
discretion in making his decision: is that not correct ? 

Mr. Brown. Discretion is not perhaps the word; I would say his 
judgment. 

Senator Minuik1x. Well, I accept the word “judgment. ” 

Mr. Brown. The difference in my mind is that in discretion I would 
say one was free to act either way or not. If it was a question of judg- 
ment, if you found that a certain situation existed, then there would 
be an obligation to act. 

Senator Miniikin. Well, he has the discretion to exercise his judg- 
ment: is that correct ? 

Mr. Brown. No, sir: he has an obligation to exercise his judgment. 
Senator Minurkty. But the obligation is determined by how he— 
Mr. Brown. His estimate of the situation. 


Senator Mitiikix. How his judgment moves on the factors that are 
mentioned in the section. 
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Mr. Brown. Yes, sir. 

Senator Minuixry. So would you say that the matter is transferred 
to the judgment of the President? 

Mr. Brown. Under the circumstances specified in the amendment, 
ves, sir. 
~ Senator Tarr. He could do what he would, then be authorized to do 
without anything in the bill at all, would he not‘ 

Mr. Brown. Yes, sir. 

Senator Tarr. I mean, if you make these changes, why, you can take 
out. the section and he can still do everything that you authorize 
him to do. 

Mr. Brown. He could; yes, sir. 

Senator Kerr. This paragraph is not an authorizing paragraph, but 
a directing paragraph. 

. Mr. Brown. Yes, sir. 

Senator Kerr. He already has the authority. 

Mr. Brown. Yes, sir. 

There are no suggestions with respect to section &, for the reasons 
which I gave on Friday. 

Senator Minin. Is it your opinion that the President at the 
present time has the power to withdraw or prevent the application 
of reduced tariffs or other concessions obtained in any trade agcree- 
ment so far as these particular countries are concerned ¢ 

Mr. Brown. If there is a national security interest involved, ves, sir. 

Senator Minuit. It comes only under that provision of GATT 
which has to do with national security ¢ 

Mr. Brown. Yes, sir; or if the other countries should take some 
action which would violate the agreement in some way and bring some 
of the other provisions into operation. 

Senator Munzixiy. I did not get what you said. 

Mr. Brown. I say if one of the other countries should take some 
action which was not justified by the agreement, then we might be in 
a position to withdraw some concessions or take some action. But 
looking at it from the point of view of our initiating the action, your 
statement was correct. 

Senator Miniikin. Getting outside of the field of security, with- 
drawal of concessions to these particular countries would involve the 
whole rigamarole provided for in GATT, would it not? 

Mr. Brown. Yes, sir. 

Senator Mitirk1n. I do not ask you to accept the word “rigamarole” 
as your description of the processes of GATT. 

Mr. Brown. I did not think you did, sir. 

Senator Mitiixin. No; thank you. 

I see there is another sheet here that proposes striking out section 8 
of the bill. That would have to do with 22? 

Mr. Brown. No, sir; section 8 is the one about the farm price. 

Senator Minurkin. About what? 

Mr. Brown. The amendment which says that concessions must be 
withdrawn whenever the price of the import falls below parity. 

Senator Minin. Is that not section 22? 

Mr. Brown. No, sir. 

Senator Miniikin. What is that? 

Mr. Brown. It is related to section 22. We discussed section 22 on 
Friday, but it is in a different statute. 


80378—51—pt. 2-4 
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Senator Mriur«ry. Is this not aimed as an amendment to section 22 ? 

Mr. Brown. No, sir. 

Senator Minurkry. Does it reyolve in its own orbit ? 

Mr. Brown. I believe so. 

Senator Minzr«k1n. Under your own interpretation / 

Mr. Brown. Yes, sir. 

Senator Miiurkin. Under our present law section 22 rules this 
particular field; does it not? 

Mr. Brown. Yes, sir. 

Senator Minirkry. So that whether section 22 is mentioned or is 
not mentioned, if this were adopted, section 22 would be affected, 
would it not? 

Mr. Brown. No, sir. This would provide for automatic action 
without reference to section 22 or whether the imports were m any 
way affecting a program or meeting any of the tests which are set 
forth in section 22. This would operate quite independently. 

Senator MitirKrn. Well, for that very reason it would have a very 
profound impact on section 22. 

Mr. Brown. This is totally independent, a totally independent stat- 
utory mandate. 

Senator Minin. Oh, say, that it is textually and technically; I 
am simply driving to the point that this does have a very important 
effect, if it were adopted, on section 22, does it not ? 

Mr. Brown. I do not think so. It covers the same field but it oper- 
ates quite independently. Perhaps I did not get your point, Senator. 

Senator Mituixry. I am not making myself clear. 

Senator Kerr. Would the implementation of section 8 change the 
implementation or operation of section 22, or is it that it only affects 
certain things which are also affected by 22% 

Mr. Brown. I think the latter statement is correct, Senator. It 
affects certain things which might also be dealt with under section 22, 
but it is quite independent. 

Senator Miiirkinx, Section 22 does apply to the imports of agri- 
cultural commodities, does it not? 

Mr. Brown. Yes, sir. 

Senator Mitirkry. Section 22 can have important significance as 
to support price products, can it not? 

Mr. Brown. Yes, sir. 

Senator Mmxrkin. Does this not impose a more rigid standard for 
applying quotas, for example, than section 22 does? 

Mr. Brown. This imposes a much more rigid standard than section 
22 does. I would say it dealt with much the same subject matter, but 
rather a broader subject matter, and operated in a much more rigid 
way than section 22 does. 

Senator Mintiikrn. All right; that is all. 

Senator Tarr. You do not change section 3? 

Mr. Brown. Our only suggestion there, Senator Taft, is that we 
feel that the Tariff Commission is a useful member of the Trade 
Agreements Committee and of the negotiating teams, and we made the 
suggestion that the clause which prohibits it from participating in 
that work, except as a supplier of the facts, should be deleted. 

Senator Tarr. You strike out section 4? 

Mr. Brown. Yes, sir; we do not suggest any change in the peril- 
point amendment. 
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Senator Mi11kin. If there are no questions, I would like to start 
out on the inquiry w ith respect toGATT. 

Senator Tarr. I am sorry I was not here, but do I understand that 
the State Department accepts the peril-point provision basically 4 

Mr. Brown. Senator Taft, subject to our basic reservation that we 
feel that the act would be a better act without the peril-point amend- 
ment and that we would prefer not to see the peril-point amendment, 
nevertheless, as the Secretary said—— 

Senator Connauiy. If you prefer not to see it, why are you advo- 
cating it? 

Mr. Brown. We are not advocating it, Senator Connally. 

Senator Kerr. He has stated that they do not like the amendment, 
but he was directed by the committee to bring language here ote h 
they felt, as nearly as possible, would make it workable as possible if 


the Congress decided to keep it. I mean, he has done what he has 
done under the direction of the committee. 

Senator Connatiy. All right. 

Senator Kerr. Are there any questions over here / 

Senator Mizuki. Mr. Brown, I would like to ask a question. 

Mr. Brown. Senator, you asked me one other question at the end 


of Fr iday’ Ss testimony. Would you like me to give you the answer to 
that, and then proceed ? 

Senator Miniikin. Would you state the question and then give the 
answer. 

Mr. Brown. At the hearing on Friday you asked me if the Depart- 
ment was prepared to stand on the testimony that its representatives 
had previously given with respect to the trade-agreements program 
or whether there were any changes in that testimony that we would 
hike to make. 

I obviously have not had a chance to check everything that all of 
the representatives of the Department have said, explaining and sup- 
porting this program before this committee and elsewhere. But I 
um prepared to say that we can think of no significant testimony that 
we would like to change. 

There are, however, two statements which have been made by repre 
sentatives of the Department which have been commented upon in 
these hearings and elsewhere and which I would like to clarify. 

aan first of these is the statement which was made by Mr. Thorp 

1 his testimony before the Ways and Means Committee as follows: 

Under the act which the President has requested, every officer concerned will 
be mindful of the need to safeguard the American economy but, at the same 
time, we shall have a clear mandate to broaden the bases of United States foreign 
trade to create purchasing power for American exports, and to guide the economy 
as a whole into the most productive lines possible. 

This statement must be read against the background of the state- 
ment of purposes of the Trade Agreements Act as set forth in section 
300 (a) of the Tariff Act, as amended, which reads: 

For the purpose of expanding foreign markets for the products of the United 
States as a means of assisting and establishing and maintaining a better rela- 
tionship among various branches of American agriculture, industry, mining, and 
commerce by regulating the admission of foreign goods into the United States 
in accordance with the characteristics and needs of the various branches of 
American production which require and are capable of developing such outlets, 


by affording corresponding market opportunities for foreign products in the 
United States. 
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Senator Mmrrx1n. Would you mind reading again what Mr. Thorp 
said so that we can tie the two together or disassociate them / 

Mr. Brown. May I complete the statement ? 

Senator Miniixin. Yes; go ahead. 

Mr. Brown. Mr. Thorp’s statement was not intended to go any 
further than is contemplated by the foregoing statement of purposes 
in the act. This, I believe, is made quite clear by Secretary Acheson’s 
statement before this committee on February 22, in which he said: 


I do not regard this 
referring to the Trade Agreements Act— 


as a vehicle for guiding our economy, but merely for reducing the barriers which 
have existed in the past 

The second statement upon which I would like to comment is one 
made by Mr. Clayton to the effect that there is in the operation of the 
trade-agreements program an element of calculated risk. This state- 
ment has been interpreted to mean that the agencies concerned in the 
administration of the trade-agreements program have deliberately 
made concessions which they thought were likely to result in injury. 

I would like to call the committee’s attention to precisely what Mr. 
Clayton said. It was as follows—— 

Senator CoNNALLY. You are talking now—you are not quoting any- 
body; that is your language ¢ 

Mr. Brown. That was my language; yes, sir. [am now beginning 
to quote Mr. Clayton: 


Mr. CLayron. Senator Millikin, I have always said to you and others, and I say 
it again, that in the deliberations and in the decisions of the interdepartmental 
committee I do not believe that a decision has ever been taken, and I doubt if it 
will be taken which, in the knowledge of the committee, will bring about an 
injury to an American industry for the purpose of accomplishing other benefits 
to the country. I just do not believe that. 

Senator MILLIKIN. Mr. Clayton, you have said again and again that you take 
calculated risks. 

Mr. CLAYTON. Yes, sir. 

Senator MILLIKIN. How can you prevent injury if you, as a policy, take cal- 
culated risks‘ 

Mr. CLayTon. We take calculated risks, Senator Millikin, but that means that 
there is an area that you cannot possibly be sure of. It does not mean that vou 
have taken an action of which you know is going to result in any injury. That 
we do not do. 


This testimony can be found on page 168 of the hearings before this 
committee in 1949. 

[ would like to confirm what Mr. Clayton said, from the experience 
of my personal participation in the administration of this act, which 
started in June 1945. 

I can state quite definitely that I know of no case during the period 
when I represented the State eee in the Trade Agreements 
Committee or in the pe ‘riod in which I have had gener: al supervision 
of the work of the State Department in connection with the adminis- 
tration of this program, where the committee has recommended to the 
President any action which it felt would be likely to cause serious 
injury to domestic industry. 

Senator Miniikin. You put your emphasis on the word “likely.’ 
If you make agreements on calculated risks, the *y might mature or they 


might not mature, which is v vastly different from something being 
likely, is that not correct ¢ 
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Mr. 





We do not make any recommendations which we think 


are going to cause injury. 


Senator Mitiikinx. L repeat, you may not think it Is going to cause 
injury, but if you work within a range of calculated risks, so deseribed 
hundreds of times, and so defined, oh, I would not say hundreds of 
times, but dozens of times, you are building into systems, 1 suggest, 
the possibility of njury, is that not correct / 

Mr. Brown. No. ~ 

Senator Re May I ask a question’ Are you through, 
senator 4 

Senator MAnLiKin. I would like to ask him whether it is eorrect, 
Why do you fool around with a caleulated risk if you are not cal- 
culating a risk / 

Mr. Brown, There Is anh element of risk in every decision which 
is macle. 

Senator Minuikin. Granted. 

Mr. Brown. As is the decision not to make a tariff concession: that 
has an element of risk. 

Senator Minitikin. Granted. 


Mr. Brown. That is all that was meant by “calculated risk.” 
Senator Minuikin. Tf you will read the testimony that was gone 
into dozens and dozens of times from ditlerent approaches vou have 


read the testimony of Commissioner Ryder of the Tariff Commission, 
in which he sper aks of the range of risk, and so forth and so on, and 
from which it is very apparent that there has been a range of risk, and 
since the r: ange of risk was known, it was a calculated risk. 

Now, you have based your interpretation on the word “likely.” 1 
am not charging that anyone has done anything that would likely 
result in serious injury. My point is that if you make your basic 
policy one of calculated risk then. those risks mature whether you 
want them to or not. 

Mr. Brown. Senator, I would not agree with the statement that we 
have made our basic policy one of calculated risk, and I do not believe 
the testimony would sustain that. 

Senator MinurKkin. Then you are willing to let the whole testimony 
determine that / 

Mr. Brown. Yes, sir; I would. The fact that there is in this opera- 
tion, as in any other, some element of risk—no one can ever give a gual 
anty that either action or inaction is not going to result in some 
consequence which is foreseen. But I would deny that we make, as a 
basic element of our policy, the policy of figuring out calculated risks. 
There is an implication in that whic h is not a fair implication, based 
upon My experience. 

What we try to do is to avoid injury to the domestic industry, and 
that is our basic policy. 

Senator Minin. I suggest that the greater part of the testimony 
in all of these hearings has turned on probing into the calculated 
risk. There is not the faintest doubt that you take calculated risks. 
[am not saying that you take them on the theory that they will likely 
result in injury, but that you do take calcul: ited risks. Do you deny 
that? 

Mr. Brown. I would say that there is no possibility of saying that 
any action one takes is entirely free from some kind of risk. 
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Senator Mitiikr. That may be granted even under any kind of a 
prediction that you would make where you were following calculated 
safeguarding. 

Mr. Brown. That is right. 

Senator Minnikin. Let us agree that, of course, that is true. You 
take a calculated risk every time you walk in and out of a building. 

\ tile may fall off the roof and hit you on the head. Let us agree 
> at that sort of stuff is out of the discussion. 

Senator Kerr. Would the Senator agree that you could take a risk 
without its being a calculated risk ? 

Senator Minturn. I certainly agree, and that raises the precise 
point of distinction. There has been one school of thought which felt 
that we should be engaged in calculated safeguarding rather than 
engaging in calculated risks. 

Mr. Brown. IL would be prepared to say, Senator, that during the 
period when I have been connected with the trade agreements pro- 
gram, the emphasis has been on calculated safeguarding. That is 
my testimony as an operating man in this program who has been 
closely and intimately associated with it for the past 6 years. 

Senator Miixixr. You have steadfastly repelled the idea of the 
calculated safeguarding inherent in the peril point, have you not? 

Mr. Brown. Yes, sir. 

Senator Mitur«r. That is right. And you are willing to let the 
whole record determine whether you have been engaged in calculated 
risks ¢ 

Mr. Brown. I am prepared to stand on the record of achievement. 
I am, in fact, very proud of it. 

Senator Minnikin. I am not speaking of the record of achievement ; 
[ am speaking of the record of testimony. 

Mr. Brown. No, sir; not testimony: the facts that have happened, 
not the claims that have been made. 

itor Minnikin. What you are saying is that under your experi- 
ence vthke ‘re no risk has been taken likely to injure anybody, and that 
ias been your personal observation ? 

Mr. Brown. Yes, sir. 

Senator Minitikin. That is not my question. Are you willing to 

and on the record of the testimony that you have given ? 

a Brown. Yes, sir. 

Senator Miruikin. And that Mr. Thorp has given and that other 
State Department representatives have given, and that the Chairman 
of the Tariff Commission has given / 

Mr. Brown. Yes, sir. 

Senator Minnikin. You are not making any modifications on it ? 

Mr. Brown. No, sir: I am emphasizing—— 

Senator Miuurkin. With respect to the effects that may be deduced 
from that testimony / 

Mr. Brown. No, sir 

Senator Minnikin. What you are saying is that under your experi- 
ence vou have not intended to injure anvb« uly. 

Mr. Brown. Sir. Lam merely emphasizing a point in that testimony 
which I think has been overlooked very frequently. but I do not wish 
toc hange it. 

Senator Minuikin. T was running through your testimony and Com- 


missioner Ryder’s testimony and Mr. Clayton's testimony, yesterday 
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on that very subject, and it is greatly illuminating and if vou do not 
wish to ¢ ‘hange their testimony, if you merely wish to argue as to the 
effect of their testimony, I have no objection. 

Mr. Brown. That is correct. 

Senator Minirkrn. But if you wish to change their testimony— 

Mr. Brown. No, sir. 

Senator MILLIKIN (continuing). That is a horse of a different color. 
because then we will have to argue the thing all over, and have the 
witnesses all in again, and have the testimony all over, which the 
Lord knows I do not want to burden myself with. 

Now, as to Mr. Boyd’s st: atement 

Senator Kerr. I think Senator Connally wants to ask a question 
at that point. 

Senator Miniikin. Pardon me. 

Senator CONNALLY. | will not take but a minute. Some time ago. 
is it true that in considering these matters, you tried not to do anything 
that would hurt the United States interests / 

Mr. Brown. Yes, sit 

Senator CONNALLY. You do not mean that it would not hurt some 
little one single commodity, but you mean it would not hurt the gen- 
eral welfare of the United States, do you not? 

Mr. Brown. Well, Senator ¢ ‘onnally, even in dealing with the indi- 
vidual industries we do not take action which—we try to avoid, as 
Senator Millikin said—in order to have a calculated safeguard—to 
avoid injury even in the individual cases, as well as in the general 
over-all picture. 

Senator CONNALLY. I see. But there is sometimes a head-on colli 
sion between the two, is there not ? 

Mr. Brown. No, sir: there has not been. There have been people - 
people have not always agreed with us as to what the effect of the 
result has been. 

Senator CoNNALLY. Mr. Brown, does not this construction of the 
peril point and the general interest conflict sometimes 

Mr. Brown. We think that they might, Senator Connally, and we 
would greatly prefer not to have a peril point in the act, but the com 
mittee asked us if we could provide some modifications which would 
make it more workable, and we have done so. 

Senator CONNALLY. Are you satisfied with those suggestions / 

Mr. Brown. We could live with them. 

Senator CONNALLY. You can live with them? 

Mr. Brown. We could live with them, and the program could be 
made to work under them. 

Senator ConnNALLY. You would rather not have them though ? 

Mr. Brown. Yes, sir. 

Senator Connauiy. All right, thank you. 

Senator Tarr. Mr. Brown, have you any general estimate of the 
effect of the imports’ and exports’ present level? I mean, have we 
not gone far enough without anv more reductions / 

Mr. Brown. That is a very difficult subject on which to generalize, 
Senator Taft, because the situation varies with each particular 
product. In some cases we have gone as far as we should have. 

Senator Tarr. I am talking about the over-all effect of the act. I 
have here the exports and imports for January 1951. Imports into 
the United States reached the figure of $1,022,000,000, the highest that 
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we have ever imported into the United States in 1 month. ‘Phere was 
an excess of imports of $50,000,000 over the exports, and the exports 
were partly financed by Government gifts and loans; consequently 
there was a drain on the gold of the United States because of the 
excessive imports over imports. 

Do you not think we have gone far enough? Have we not suc- 
ceeded, if we wanted to increase imports—have we not gotten to the 
point where we can stop any further effort to increase imports into 
the United States ? 

Mr. Brown. Our desire is, as in the statement of the purposes of 
the act, to develop foreign markets and to increase the level of inter- 
national trade generally. Even if our current accounts, exports and 
imports, were balanced, we still are a creditor nation and there are 
dollar requirements for meeting debt obligations to us, and it would 
be good business for all concerned if the level of trade in and out of 
the country were higher, just as it would be for a business to have 

higher- 

Senator Tarr. But the imports of January—I mean, the exports, 
are below the average exports for 1947, 1948, 1949. 

Mr. Brown. Yes, sir. 

Senator Tarr. And the imports are twice as big as they were in 
1948 and 1949. 

Mr. Brown. There have been tremendous price increases in some 
of the big import commodities. 

Senator Tarr. Some of it is price, that may be: but the same price 
applies to exports, but they have not gone up. They have gone down 
instead of up. 

Mr. Brown. No, sir; the price increases have not been as great in 
the export field. 

Senator Tarr. IT would question that as to the over-all; I do not 
think anybody has any figures to show that to the point where a few 
spectacular increases in imports—nobody knows. I have no analysis 
of what these particular imports were that came in in January. 

Mr. Brown. Going again to the point of your wteehici Senator 
Taft, we do not expect that there will be any major tariff negotiations 
within the next 3 years. 

Senator Tarr. What about this Torquay reduction ? 

Mr. Brown. That should be shortly concluded. That was planned 
a long time ago. But during the period of the authority that is 
requested here we expect that there will not be any Torquays or 
Grenevas, but we do need the authority in case we have an individual 
eae negoti: ition or a re nevoti: ition of an agreement, or changes 
in individual items that need to be made. 

Senator Tarr. [ was not necessarily suggesting that we stop. I 
Was suggesting that the State Department’s policy of further reduc- 
ing tariffs might be stopped for t] ie time being. f 

Mr. Brown. In some cases a goodly number of cases, we would not 
recommend any further change in tariff. 

Senator Tarr. But you have got hundreds of industries here scared 
to death as to what you are going to do at Torquay, whether you are 
going to do it or not, I do not know. I am just suggesting that you 
do not do it; that for the present you have gone just as far as neces 
sary to increase imports to the United States. Of course, in addition 
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to this excess of imports I think I was told that the American tourist 
payments amounted to nearly a billion ame prot iding Europe 
with another extra billion over and above any excess in imports dur- 
ing the year of 1950, during presumably the year 1951 again. 
Mr. Brown. I think that the tourist payments have been substantial. 
Senator Tarr. I was told they were approaching a billion dollars a 


vear. 


Mr. Brown. I do not know what the figure is, I had thought it was 
less than that, but it would be good if it were. 

[ am not. sure whether Europe is in as quite a favorable position in 
that analysis as some of the other parts of the world, where there have 
been these big price increases, but there is no question th: it the situa- 
tion as far as our import-export balance is concerned, is very much 
improved. 

Senator Tarr. Very much improved? It is going the other way. I] 
mean, if it goes on we are going to have to pay out large amounts of this 
gold, and that unsettles the general conditions, as soon as everybody 

eared about how much, and at the moment you export a billion of it 
everything gets jittery again. 

Senator Miruuiktx. They export about 2! billion, and a part of it 
goes into the black-market operations—— 

Senator Tarr. It was just a suggestion. 

Mr. Brown. Thank vou, sir. 

Senator Kerr. At that point, if IT may ask the witness a question. 
with reference to those imports, are you familiar with whether or not 
our pure hases of tin and rubber for the provision of critical materials 
needed in this country would be a part of those imports in January ¢ 

Mr. Brown. Yes, sir: they would be. 

Senator Kerr. You do not have knowledge as to what the extent of 
it would be that was included in those items / 

Mr. Brown. They would be significant, but I could not tell exactly 
how much. 

Senator Mintikin. What is the tariff on rubber / 

Mr. Brown. Nothing, sir. 

Senator Minuikin. Nothing. What is the tariff on tin ¢ 

Mr. Brown. Nothing. 

Senator MILLIKIN, Going back to your correction or inte rpretation 
of the testimony of past hearings, would you mind reading Mr. Thorp’ 
statement which you clarified and, as I understand it, limited it to the 
general proposition that vou are dealing in reciprocal trade and that 
you are not out to control the economies of the world; is that a fair 
statement of your statement / 

Mr. Brown. That is what the Secretary said, and that is what we 
stand on. 

Senator MILLIKIN. ne | you mind reading what he said 4 

Mr. Brown. Yes, si 


Under the act which the President has requested every officer concerned will be 
mindful of the need to safeguard the American economy but, at the same time 
we have a clear mandate to broaden the bases of United States foreign trade te 
create purchasing power for American exports and to guide the economy as ; 
whole into the most productive lines possible. 


Senator Minuikin. Mr. Thorp occupies what position / 
Mr. Brown. He is Assistant Secretary of State for Economic Affairs 
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Senator Miniikin. He himself has stated under oath, “I am respon- 
- le, under the direction of the Secretary of State, for the development 

foreign economic policy to which the present action is closely re- 
hated.” Is that a correct statement ¢ 

Mr. Brown. Yes, sir. 

Senator Miniixin. Now,I invite your attention toGATT. At the 
very opening of GATT, in the second paragraph of GATT, it said— 
the second paragraph below the opening statement of GATT it says: 

Recognizing that their relations in the field of trade and economic endeavor 
should be conducted with a full view of raising standards of living, insuring full 
employment and a large and steadily growing volume of real income and effec- 
tive demand, developing the full use of the resources of the world, and expanding 
the production and exchange of goods, 

Do you feel prepared now to draw the distinction between the para- 
or aph- in GATT, which you tell us is provisionally effective, and Mr. 
Thorp’s statement, which you have clarified 2 

Mr. Brown. One of the ways, Senator Millikin, in which you con- 
tribute to r ising sti and: irds of living, and cle ve loping the full use of 
the resources of the world, and expanding the production and the ex- 
change of goods, is by removing unnecessary obstacles to the move- 
ment of goods between countries, and that. is the only purpose that the 
sy Agreements Act is directed to. 

‘nator Minuixin. How do you distinguish between the statement 
of | purpose which I have just read you, which appears in GATT, and 
the statement of Mr. Thorp’s, which you have interpreted 4 

Mr. Brown. Mr. Thorp’s statement was directed to the use of the 
Trade Agreements Act, and the purpose of the use of the Trade Agree- 
ments Act is in the field of the reduction of trade barriers. 

Senator MILLIKIN. - that not the purpose of GATT? 

Mr. Brown. Yes, si 

Senator MILLIKIN. Did you say no or yes? 

Mr. Brown. Yes, sir. But that is only one element, just the element 
of trade barriers; that is all we are dealing with. 

Senator Mintiikin. You do not care to draw a distinction between 

he Thorp statement, which you have interpreted, and the statement 
whicl ‘h L have just read you from GATT ? 

Mr. Brown. I am saying that Mr. Thorp’s statement was directed 
to the use of the Trade Agreements Act, and the Trade Agreements 
Act, as the Secretary said, deals with trade barriers, and that is one 
of the ways in which you contribute to the developing of the resources 
of the world, and expanding the production and exchange of goods. 

Senator Minxikin. Well, your only authority for entering GATT, 
if vou have any authority, is under the Trade Agreements Act, is it 
not ¢ 

Mr. Browyn. That is correct, sir—lI beg your pardon. That is a 
main authority, but there is also the President’s general responsibility 

for the conduct of foreign affairs. 

Senator Miniikin. Secretary Acheson testified, in effect, that the 
sole authority of the executive department in this subject arises from 
the Trade Agreements Act, and other powers, as I recall it, specifically 
granted by the Congress. Do you take issue with that / 

Mr. Brown. I do not recall his having so testified. 

Senator Mittin. | will read you his testimony. We will return 
to that, if you do not mind, in a moment. 
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Will you describe the method by which tr: ade agreements were made 
prior toGATT? Give us a synopsis of the way they were made prior 
to GAT i. 

Mr. Brown. Prior to GATT? 

You decided that you wanted to have a trade agreement with a 
country, let us say, with the United Kingdom, and you found out if 
they were willing to have a trade agreement with you; and you then 
looked over the trade that you had—vyour imports from the 
United Kingdom. 

You selected the items which were the principal items in that trade, 
basically the items of which the United Kingdom was the principal 
supplier to this country; and you then looked over the items of your 
exports to the United Kingdom, and you picked out the items which 
vou hoped you could expand your tr ade with them. 


Do vou W ish to go into the det: tills ot the doy hesti procedure or 
simply the international / 
Senator Minuikin. I do not think it is necessary to go into the 


domestic end of it. 

We then had the Committee on Reciprocal Trade Information ¢ 

Mr. Brown. Reciprocity Information. 

Senator Miniikin. Reciprocity Information. For some reason or 
another that term bafiles me: I cannot remember it axe tly. But be 
that as it may, the domestic procedures were roughly the same as they 
are now ¢ 

Mr. Brown. Yes, sir; precisely. 

Senator Mitirkinx. Would you mind proceeding with that / 

Mr. Brown. Then having gone through your domestic procedures, 
and having received the decision of the President as to what offers 
might be made and what offers should be requested, you sat down with 
the United Kingdom negotiators who had had similar domestic dis- 
cussions, and then you argued out around the table what concessions 
you would give and what concessions you would get; and if, as we 
twice did, you came to a satisfactory agreement, you then agreed and 
put it into effect. 

Senator Minuikin. You are saying twice as far as Great Britain is 
concerned ¢ 

Mr. Brown. There were two United Kingdom agreements; ves, sir. 

Senator Mitnikin. But you had many others. 

Mr. Brown. Oh, ves. 

Senator Miniiktn. Pardon me. That agreement was a formal 
agreement, and our adherence to it was proclaimed by the President; 
is that correct ? 

Mr. Brown. Yes, sir. 

Senator Mintnikin. What is the effect of GATT on those agreements, 
the pre-GATT agreements ? 

Mr. Brown. It differs. In the case of the principal countries that 
were at Geneva, I am not sure about all of them, but most of them, 
the old agreements were suspended during the life of the GATT. 

In the case of some of the countries with which we negotiated later, 
Sweden, I think is one illustration, with which we negotiated at 
Annecy, the earlier Swedish agreement was terminated. 

Senator Minuikinx. And supplanted by GATT, or terminated com- 
pletely ? 

Mr. Brown. It was terminated completely, sir 
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Senator Mitr. Completely 
Mr. Brown. Yes, sir. 
Senator Miniikin. Will you give us a list of the nations with which 
‘had pre-GATT bilateral agreements which are suspended ? 
Mr. Brown. I believe that is in the record somewhere, Senator, but 
I will give it again. 
Senator Minirkin. Will you give it again? 

Mr. Brown. Yes, sir. 

Senator Minnikin. Can you give us roughly from memory whether 
all of the nations that appeared at Annecy, for example, were in the 
status of having agreements with us, which were suspended ¢ 

Mr. Brown. Subject to check, Senator, I think I am correct in say 
ing that our agreements with the principal Geneva countries, that is, 
the United Kingdom, France, Australia—no;: we did not have one with 
Australia—Cuba, Brazil, Belgium, Holland, Norway, I think all of 
those were suspended, and are now in suspense. 

Senator Minttikin. They are in a state of suspension ? 

Mr. Brown. Yes.sir. How far that is true of the Annecy countries, 
I would have to check for you. 

Senator Mitnikin. Will you give usa very careful up-to-the-minute 
stutement on it / 

Mr. Brown. I have it right here, Senator. 

Senator Minnuikin. All right. cood. 

Mr. Browx. Would you like me to read it or simply supply it for 
the record 4 

senator Mitnikin. Yes: read it. I would like to get an idea of it. 

You seem to be looking at a table. Is that table in the record. 

Mr. Brown. I would have to check and see whether it is or not. 

Senator Minuikin. If it is not, would it be agreeable, Mr. Chairman, 
f it were put in the record ¢ 

Senator Kerr. Yes. 
Mr. Brown. Senator, this is one of these tables that I cannot assimi- 


late quickly. I will have to check it. 
Senator Mitiikin. Can vou draw from rough memory, with the un 
derstanding that you put it in later—can you draw from rough mem- 


ory whether any of our bilateral agreements entered into prior to 
GATT have been completely terminated 4 
Mr. Brown. Oh, ves, sir. 
Senator Minnikin. Give us some information on that. 
Mr. Brown. Well, as I said, Sweden is one, Finland is another, 
Haiti is another, Nicaragua is another. 
Senator ee Were those agreements, and any others that 
you might mention—is GATT a substitute for them ? 
Mr. Brown. Yes. 
Senator Mintikin. All of them, all that you have mentioned / 
Mr. Brown. Yes, sir. 
Senator Minurkin. So as to those particular countries there is no 
State of suspension ?/ 
Mir. Brown. No. sit 
Senator Mititikin. So far as the agreements are concerned, what- 
ver they may be, they rest on GATT: is that correct ? 
Mr. Brown. Yes, sir. 
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Senator MiniiKk1n. Can you give us roughly again which countries 
are in a state of suspended animation, so far as the trade agreements 
are concerned 4 

Mr. Brown. Britain, Canada, France, Cuba, Brazil—— 

Senator Kerr. That is the table which you are going to put into 
the record, as I understand it é 

Mr. Brown. Yes, sir. Belgium and Holland; those are the most 
important ones. 

Senator Mitnikixn. How much of the world trade roughly do those 
nations occupy / 

Mr. Brown. Half. 

Senator Minturn. Half? 

Mr. Brown. That is a rough guess. I would have to check it. 

Senator Mriuikin. Will you give us a more exact statement on that 
when you submit that for the record ¢ 

Mr. Brown. Yes, sir. 

Senator Kerr. I presume you mean international trade / 

Mr. Brown. Yes, sir. 

Senator Mituikin. Thank you, Senator. 

If Torquay were not completed, would GATT and the trade agree 
ments, whatever their status may be, be the same as after Annecy ‘ 

Mr. Brown. Yes, sir. 

Senator Miniikin. What would have been their status prior to An 
necv? I am speaking now in particular of those suspended agree- 
ments. 

Mr. Brown. Annecy did not change the status of the pre-Geneva 
agreements with respect to the Geneva countries. 

Senator Minnikin. Well, that answers my question. 

Mr. Brown. But it did change the status of the agreements with 
the countries which came in at Anneey. 

Senator Minturn. Which came in at Annecy for the first time. 

Mr. Brown. Yes, sir. 

Senator Minurkin. With which we did not have reciprocal trade 
agreements. 

Mr. Brown. And with which we did have reciprocal trade agree- 
ments. You see, Sweden came in at Annecy. 

Senator Mintiikrn. Yes. 

Mr. Brown. We had an agreement with Sweden. 

Senator Mintuikin. Yes. But the Swedish agreement did not re- 
main suspended, 

Mr. Brown. No; that was terminated. 

Senator MILLIKIN. So that is completely under Annecy at the pres 
ent time? 

Mr. Brown. Yes, sir. 

Senator Mitnrkin. And these other countries that had agreements 
which were terminated, they are under Annecy at the present time? 

Mr. Brown. Yes, sir. 

Senator Mitirkrn. In both cases that I have mentioned they will 
continue to be under Torquay if Torquay becomes effective, is that cor 
rect ¢ 

Mr. Brown. Yes, sir. 

Senator Miituikrm. If the extension bill that we have before us were 
passed, what would be the effect on existing trade agreements and 


GATT? 
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Mr. Brown. The immediate effect as of the date of passage would 
be none; but it would have a number of potential effects. For example, 
if the bill were passed and if it included section 8 it would mean at 
any time—— 

Senator Miiuikin. I dropped a few words that you said there. 
Would you mind repeating ? 

Mr. Brown. I say, if the bill were passed as it now stands, coming 
froni the House, it would mean that if at any time in the future—— 

Senator Miiirkix. May I change my question ? 

Mr. Brown. Yes, sir; it is a little hard to answer. 

Senator Mitiikin. It would be simpler for you—if a straight ex- 
tension were not. granted, what would be the effect on our reciprocal 
trade agreements, and those suspended and not suspended, and what 
would be the effect on GATT? 

Mr. Brown. Let me put it this way: If no act were passed, if the 
trade agreements program lapsed, the agreements negotiated to date, 
including the GATT, would remain in etfect— 

Senator Minurkin. Until? 

Mr. Brown. Until terminated in accordance with their terms. 

Senator Mituikin. According to their terms, either the terms of 
GATT or the terms of the agreements themselves ? 

Mr. Brown. That is correct. 

Senator Minirkin. Yes. 

Mr. Brown. And if GATT were to be terminated, then the agree- 
ments which are suspended would come back into force, or if there 
were no agreements, then vou would go back to the 1930 rates. 

Senator Minuikin. Yes. 

Senator Kerr. Senator, let me ask a question in order that I might 
get a little better picture myself. I am getting a little confused, and 
just let me eliminate that. Where was GATT negotiated ? 

Mr. Brown. At Geneva, sir. 

Senator Kerr. At Geneva ! 

Mr. ae. GATT was negotiated at Geneva, and then new coun- 
tries joined, became contracting parties, at Annecy, and we hope that 
some new ones will become contracting parties at Torquay. 

Senator Kerr. That helps me as to the next question. 

Mr. Brown. It is the same agreement. in each case. 

Senator Kerr. The basic agreement that you refer to as GATT was 
made at Geneva? 

Mr. Brown. Yes, sir. 

Senator Kerr. With the nations represented at Geneva. 

Mr. Brown. Yes, sir. 

Senator Martin. To help my thinking, when was GATT first 
entered into / 

Senator Kerr. Geneva. 

nator Marrin. I know where, but when ¢ 

Mr. Brown. October 1947. 

senator Kerr. Followed by Annecey—— 

Mr. Brown. In 1949. 

Senator Kerr ee: In 1949; and now by Torquay. 

Mr. Brown. Yes, s 

Senator Kerr. The iil at Torquay would not be a new agree- 
ment replacing GATT, but would be amendments to the agreement you 


a 
te 
, 





pin 
= 


\ 
Tul 


S 
\ 
~ 
- 


Go 


'gs *a ST 


cou 





ng 


‘al 


at 


he 


re 


ht 


at 


iS 


st 


e- 
su 


Sabine as nce seat 





TRADE AGREEMENTS EXTENSION ACT OF 1951 1039 


refer to as GATT, as formulated at Geneva, and as amended at 
Annecy. 

Mr. Brown. That is substantially correct; yes, sir. 

Senator Kerr. All right. Thank you very much. 

Senator Wituiams. Are there being new countries added at 
Torquay ¢ 

Mr. Brown. Yes; six new countries. 

Senator Witiiams. What countries are they / 

Mr. Brown. Austria, Western Germany, Peru, Korea, Philip 
pines re 

Senator Kerr. Say that again. 

Mr. Brown. Austria, Western Germany, Peru, Korea, Philippines, 
Turkey— 

Senator Martin. What was the fourth one? I missed that. 

Mr. Brown. Peru. 

Senator Martin. Peru, all right. 

Senator WiLtu1AmMs. In Western Germany, you recognize the Allied 
Governments as the negotiators on behalf of it ¢ 

Mr. Brown. No, sir. The Bonn Government is negotiating as such. 

Senator Winiiams. The Government of Western Germany / 

Mr. Brown. Yes, sir. 

Senator Martin. Do we have in the record a complete list of the 
countries that are now in GATT? 

Mr. Brown. Yes, sir. 

Senator Martin. We have that? All right, go ahead; I am sorry. 

Mr. Brown. I am not sure whetlier we have it—ves, we do. I gave 
t to Senator Millikin and I am not sure whether you have introduced 
t yet, but IT expected that you would. 

Senator Kerr. If not, would you put it in the record at this point ¢ 

Senator Minzikin. Would you put it in? 

Mr. Brown. It has been in each time. 

Senator Miniikin. We have had it in in the past. 

(The list referred to has been submitted—see contents page :) 

Senator Murzikin. If you did not get a renewal, you stated that 
the agreements, both the bilateral original agreements, which were 
suspended and GATT, would continue according to their terms, is 
that correct ¢ 

Mr. Brown. Yes, sir. The act deals with the authority of the 
President to negotiate and conclude agreements. 

Senator Mitirkin. What act would be necessary to reinstate the 
effectiveness of the suspended agreements / 

Mr. Brown. The termination of the GATT. 

Senator MitiiKkrin. Sir? 

Mr. Brown. The termination of the GATT. 

Senator Mitzi. That would automatically suspend—that would 
actually suspend the suspension. 

Senator Kerr. That would reinstate them. 

Mr. Brown. Yes, sir. 

Senator Minntikrn. Where is the language that would bring about 
that result 

Mr. Brown. In the agreement suspending the earlier agreements. 
not inthe GATT. 

Senator Mrtuikin. Where does that evidence itself? Where do 
those agreements evidence themselves ¢ 
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Mr. Brown. I think there were exchanges of notes with the coun- 
tries or possibly there was a formal agreement. I would have to check 
that point. 

Senator Minirkin. Would you check that, please, and put that in 
the record. 

Mr. Brown. I was just asking if it was in the previous’ record, but 
I am informed that it was not. 

Senator Mitur«rn. I do not think it was in the previous record, so 
I think we ought to have something definite having to do with those 
suspended agreements and the contingencies on which they operate. 

Mr. Brown. Would it be satisfactory, Senator, if I gave you one 
for the record, and said that the terminology was subst: antially the 
same as far as the others were concerned ¢ 

Senator Minuikin. Yes; it would be all right; and I am depending 
on you to bring to our attention anything that is not substantially 
the same, 

Mr. Brown. Yes, sir. 

Senator Mitiikin. It has been suggested that it would be a good 


thing to have a list of the nations to which this exchange of notes or 


whatever the mechanics were, applied. 

Mr. Brown. Yes, sir. It is my recollection that at Geneva, as well 
as signing the GATT, I signed a series of separate notes with the 
countries involved, suspending their agreements, and I can provide a 
copy of the note, and the list of the countries to which they apply, 
and if there are differences I could explain them. 

Senator Mitirkry. Thank you. 

(The document and the list referred to appear subsequently :) 

Senator Mintiikin. Would you mind describing the process whereby 
contracting parties collective ly keep track of compliance or noncom- 
pliance with GATT. 

Mr. Brown. Basically it operates on the principle that if anybody 
feels that another party to the GATT is not living up to it and is 
doing something which adversely affects its interests and it is suffi- 
ciently important, the party that thinks it is injured tries to work the 
thing out satisfactorily with the other country, and if that fails, 
then brings it before the contracting parties. 

Senator Mitnikiyx. Do the contracting parties have a list of alleged 
failures of compliance by any of the contracting parties ? 

Mr. Brown. No, sir. They do not operate as a police force in the 
matter. 

Senator Mirkin. But do they operate as a record-keeping force? 

Mr. Brown. Yes, sir. I could give you a number of illustrations; 
what has normally happened has been that the country has made a 
complaint about some action of another party to the agreement, and 
put it on the agenda, and they usually work out a solution before it 
comes up for discussion. 

Senator Mitirkin. But the central organization itself, the contract- 
ing parties—ifirst, do the contracting parties have a central organi- 
zation ? 

Mr. Brown. No, sir; they have been serviced to date by a secretariat 
which was originally set up in connection with the anticipated ITO, 
now not anticipated. 

Senator Mitirkrin. Is that sustained by the United Nations? 

Mr. Brown. No, sir 
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Senator Miniikin. Who pays for that ? 

Mr. Brown. Each country pays its share of the expenses 

Senator Mitiiktn. Are they paying? 

Mr. Brown. Yes, sir. 

Senator Mintnikin. Are they paying their share / 

Mr. Brown. Most of them. 

Senator Minurkin. May we have a statement of what those expenses 
have been and the contribution of the diffe ‘rent nations tow: ard those 
expenses ¢ 

Mr. Brown. Mav I take advice on that, sir? 

I think we can, Senator. 

(The information referred to appears in subsequent testimony.) 

Senator Mintiikin. Is there a rule for the percentage of contribu- 
tions to be made by the different members / 

Mr. Brown. Yes, sir. It is based On a share ot international 
trade. Ours is somewhere in the neighborhood of 17 percent. 

Senator Minntikin. Where was that determined, and how ? 

Mr. Brown. By agreement. 

Senator Minutikin. Where is that agreement evidence “2 

Mr. Brown. It is a resolution of the contracting parties. 

Senator Minuixiy. Is it in any of the papers which you have sup 
plied us ¢ 

Mr. Brown. No, sin 

Senator Minnikin. Will you document that whole subject for us? 

Mr. Brown. I am not sure that I can give you the actual resolu 
tion, but I can state what the percentage is. 

Senator Mintiikin. If two countries find themselves in dispute they 
attempt, in the first instance, to work it out between themselves / 

Mr. Brown. Yes. sir. 

Senator Mintuikin. They send notice of the dispute to all of the 
other members / 

Mr. Brown. Not usually. 

Senator Minnikin. All of the other members have an interest. do 
they not ? 

Mr. Brown. They may or may not. 

Senator Minntikin. But on the assumption that they may have, they 
do not receive notice ? 

Mr. Brown. No, sir. The normal process is that any country which 
feels it has a difficulty with another country goes to it and tries to 
work the problem out in the usual way. 

Senator Minuikin. But due to the multilateral nature of the thing. 
when they resolve their difficulties, every other country has an in 
terest in the way the problem is resolved, is that not correct 

Mr. Brown. That might or might not be so. 

Senator MILLikin. Might or might not? On the assumption that 
it might be so, yet the other interested parties that might be interested 
do not have any notice, is that correct / 

Mr. Brown. If the matter never got to the status of a formal com 
plaint they probably would not. 

Senator Miniikin. You say there is no central system for keeping 
track of these efforts of groups of two countries to resolve their own 
difficulties / 


80378—51—pt. 2 5 











1042 TRADE AGREEMENTS EXTENSION ACT OF 1951 

Mr. Brown. What happens is that the parties to the agreement 
meet periodically, and any party to the agreement has the right to 
put anything on the agenda that it wants to raise with the group as a 
whole, and then when that is done, when the parties come together for 
the meeting, they discuss the different problems. 

Senator Minurkrn. Well, is there no secretariat ? 

Mr. Brown. And records are kept. 

Senator Minurkrn. No central organization—— 

Mr. Brown. Yes, sir. 

Senator MintiiKin (continuing). That has a record of alleged viola- 
tions or of escapes ¢ 

Mr. Brown. The only way the records would be kept would be 
of complaints which were in the form of suggestions for the agenda 
of meetings, points that countries wanted to bring up, and the record 
of what happened in disposing of that agenda item. 

Senator Minur«r. Is there maintained by- if I am not using the 
right words when I say “central organization,” I do not want any 
reservations about this thing, and give me the right word. 

Mr. Brown. There is the secretariat which has serviced these meet- 
ings. 

Senator Minurkrn. Yes. 

Mr. Brown. It has maintained a record, and announcements have 
been made of what happened at the meetings, and the actions that 
have been taken. 

Senator Mriirk1n. Are there minutes available? 

Mr. Brown. No; they do not keep minutes, as I remember. 

Senator Miniikix. You mean there is no record of these things? 

Mr. Brown. A record is kept of the decisions, whatever happened, 
the disposition of the matter, and those are public information. 

Senator Miiirqin. You have them in your own department? 

Mr. Brown. Oh, ves, sir. 

Senator Mitiixin. How bulky are they / 

Mr. Baown. Not very bulky. 

Senator Minuixrx. How many of those decisions, roughly, would 
you say had been made ¢ 
~ Mr. Brown. At the last meeting we dealt with some 20, 25 items: 
some of them were the budget, and that kind of administrative thing; 
what the situation of the finances was, and I would say that the sum- 
mary of the results would be 4 or 5 pages. I would be very glad to pro- 
vide it for you. 

Senator Mittikrn. May we have a copy of that? 

Mr. Brown. Yes, sir. 

Senator Mintirkin. Would that show who the complaining party 
was ¢ 

Mr. Brown. Yes, sir. 

Senator Mitzikix. Would it show the history of the negotiations? 
Would it show notice that had been given to other nations? 

Mr. Brown. No, sir: it would simply show what had happened. 

Senator Minzikin. What had happened. Would you make that 
a part of the record / 

Mr. Brown. It would also show that nobody raised any objection to 
what had happened. 
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(The document referred to is referred to in subsequent testimony. ) 

Senator Miuiikin. And these ener that you refer to, are the rv 
meetings that are independent of Torquay, of the Torquay meeting, 
for example ¢ 

Mr. Brown. Yes, sir. 

Senator Miiirkrn. You periodically meet ? 

Mr. Brown. Yes, sir. 

Senator Mintui«kin. How often ? 

Mr. Brown. I think they have met about every 6 months. 

Senator Minzixin. Who ealls the merng 

Mr. Brown. Mechanically it is done by the chairman. 

Senator Mitirkin. By the chairman of the contracting parties ? 

Mr. Brown. Yes, sir. 

Senator Mittik1n. Who is the chairman of the contracting parties ? 

Mr. Brown. Mr. Wilgress of Canada. 

Senator Mitiikin. What is the rest of the organization? Is there 
a vice chairman ¢ 

Mr. Brown. That is all—I think there is, I have not the haziest 
notion who he is. He does not do anything. 

Senator MriiiKk1n. Is there a secretary—do you know who the vice 
chairman is? 

(Note.—The name of the vice chairman, subsequently submitted for the record, 
is Max Suetens.,) 

Mr. Brown. No, sir: but I ean provide his name. 

Senator Mitirkin. Will you do that ? 

Mr. Brown. Yes, sir. 

Senator Mrinuikin. Do you know who the secretary is 

Mr. Brown. The secretary is Mr. Eric Wyndham White. 

Senator Minurkin. Would you state that again / 

Mr, Brown. Mr. Eric W yndham White. 

Senator Mitnikin. Representing which country ? 

Mr. Brown. None. 

Senator Mitiik1n. I mean coming from which country ? 

Mr. Brown. He is an Englishman. 

Senator Miuuikin. English. 

Does the organization, do the contracting parties—— 

Mr. Brown. May I make a further statement? The way in which 
the meetings have been called hitherto has been at the end of each 
meeting they have agreed when they would meet again. That is my 
recollection of it. 

Senator Witi1aMs. But they are the only officers of this organiza- 
tion, the chairman and the secret: ry ? 

Mr. Brown. Yes, sir. What it is. is that this is an agreement now 
over thirty parties to it, and they meet every now and then, every so 
often, to deal with problems that come up under the agreement, ‘and 
it is an exremely informal arrangement, What you need is simply 
somebody to preside and some body to see that proper fa ities are 
made available. 

Senator Win L, IAMS. aan have a board of directors ? 

Mr. 3ROWN . No, sl 

Senator WILLIAMs. "haa the chairman is a Canadian, and the see- 
retary is British, is that correct ? 

Mr. Brown. Yes, sir. 
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Senator Witiiams. They are pretty well represented; are they not? 

Mr. Brown. No, sir. The country which has been the most con- 
sistent and complete supporter of the United States position through- 
out this whole business has been Canada. 

Senator Wituiams. These countries that are members of this, once 
having subscribed to the multilateral agreements, are they precluded 
individually from entering into bilateral agreements with other 
nations ¢ 

Mr. Brown. No, sir. 

Senator Witntiams. They can continue right on? 

Mr. Brown. Yes, sir. 

Senator Minuiqin. Does the organization make reports? 

Mr. Brown. The contracting parties have published two, or is it 
three, pamphlets which report certain standards. One of them was 
a pamphlet on standards for the administration of import and export 
licensing systems which were designed to simplify red tape, and to 
eliminate some of the uncertainties and difficulties that business people 
had found in dealing with these licensing systems. As a matter of 
fact, that was a suggestion of ours and was agreed to. I would be 
very clad to submit that for the record. 

Senator Minnikix. Would you mind submitting it so that we can take 

look at it, and it may not be necessary to burden the record with it? 

Mr. Brown. I can give it to you now. 

(The document referred to follows:) 


GENERAL AGREEMENT ON TARIFFS AND TRADE—STANDARD PRACTICES FOR IMPOR 
AND Exporr RESTRICTIONS AND EXCHANGE,.CONTROLS 


(The contracting parties to the General Agreement on Tariffs and Trade, Geneva, 
December 1950) 


PREFACI 


The General Agreement on Tariffs and Trade is an international trade agree 
ment which came into force provisionally on January 1, 1948. Thirty-two gov 
ernments accounting for over three-quarters of world trade are at present parties 
to the agreement and seven more are expected to join at the conclusion of the 
tariff negotiations now being conducted at Torquay, England. 

When the agreement was drawn up in 1947 most of the emergency controls 
imposed by governments on international commerce were expected to disappear 
Within the next few years. Some headway has been made, but controls are still 
widespread. 

The agreement recognizes that governments will need to exercise control over 
the import and export of goods during periods when they are in balance of pay- 
ments difficulties. Such controls and restrictions, however necessary they may 
he, present great problems to the trading and financial communities, and some 
times the way in which they are administered makes them unnecessarily onerous 
With the sort of world in which we live, it is clear that these restrictions and 
controls will be maintained for some time to come. But if they cannot be 
removed, perhaps their administration can be improved. 

The contracting parties to the agreement examined this question at their 
fifth session which has just concluded at Torquay, England. They desired to 
reduce to a minimum the uncertainties and hardships to merchants resulting 
from the changing and unpredictable operation of trade controls. The outcome 
is the code of standard practices published in‘this pamphlet which, if followed 
by governments, would contribute to the fulfilment of the objectives of the 
agreement I believe that all who are concerned with trade and commerce will 
tind them deserving of careful study 

It is, of course, understood that the adoption of the recommended practices 
cannot constitute additional obligations imposed upon contracting parties, and 
that individual governments must be left to decide how best to apply these 
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standards to their own procedures. Moreover, it is recognized that where there 
are clear and overriding considerations, or where in particular cases there are 
eood reasons to suspect the bona fides of the transactions, it may be necessary 
for individual governments to depart from the precise terms of these standards 

The contracting parties as a whole have made abundantly clear their wish that 
governments should review their present practices in the administration of 


import and export controls and, if possible improve their practices in line with 
the code of standard practices which they have recommended. In present-day 
circumstances commercial enterprise has to operate under difficult and often 
frustrating conditions; these can be rendered less difficult if controls are admin 


istered in such a way as to reduce to a minimum some of the unpredictable and 
} 


arbitrary elements with which the commercial community has to contend. 


Eric WYNDHAM WHIT! 





Ra ( hive Neeret 
PALAIS DES NATIONS, GENEVA, 
December 27, 19590. 
STANDARD PRACTICES FOR THE ADMINISTRATION OF IMPORT AND X PO! RESTRICTIONS 
ND EXCHANGE CONTROLS 

1. The grant of an import license should imply that the necessary foreign 
exchange Will be obtainable if applied for within a reasonable time When both 
import licenses and exchange permits are reqinured. the operation of the two 
requirements should be coordinated. If more th one rate of exchange applies 
in payment for imports, the import license or exchange permit should indicate 


the type of exchange which will apply in the settlement of the particular trans 
action 
2 Any new or intensified restrictions on importation or exportation should 


not apply to goods shown to the satisfaction of the control thority to 1 e 
heen en route at the time the change was announced or to have been paid fe n 
substantial part or covered by an irrevocable letter of cred 

3. Goods proven to have been covered by adequate confirmed prior order 1 
the time new or intensified restrictions are announced, and not irketable « 
where without appreciable loss, should receive special Consideration on an 
individual-case hasis, provided their delivery can be completed withit STM led 
period. Such goods, as well as those covered under paragraph 2 l 


accountable against any import or export quota or exchange location 
have been established for that particular class of goods 


} The administ narive formalities in connect n wit! thy ies } of , 
and export licenses or exchange permits should be designed ts \ 
upon applications within a reasonably short period 4 license or nermit s] 1] 
he valid for a sufficient period to allow for the production and delivery of the 


enods, taking into account the character of the goods and the conditions of 


transport from the country of origin The control authorities should not wit! 





draw licenses or permits unless they are satisfied that exceptional cireumistan 
necessitate such action. and should give sympathetic eonsideration to requests 
for renewal or revalidation of licenses or permits when exceptiona eircum 


Stances prevent their utilization within the original period 
5. Under a system involving the fixing of quotas for particular classes of 
goods or of allocations of exchange in payment for them, any period that may 
be set, within which applications for such quotas or a 
shonld be sufficient to allow for the exchange of Communications with kely 
foreign suppliers and the conclusion of purchase contracts 
6. When foreign products subject to quantitative limitations are apnortic 











among importers largely in the light of their past participation in the tras 
the control authorities, at their discretion and without undue prejudice to the 
interests or established importers, should give consideration to requests for 


licenses or permits submitted by qualified and financially responsible new 
oOmMmers 


i. If an assurance regarding the issue of an import license is required as a 


condition of consular legalization of shipping documents in the country of ex 


portation, a reliable communication giving the number of the import license 
Shonld suffice 
S. The authority given to customs officials should be adequate to allow them 


at their discretion. to grant reasonable tolerance for variations in the quantity 
or value of individual shipments as delivered from that specified in the prior 
import or export authorization, in accordance with the character of the product 
involved and any extenuating circumstances, 
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9, Where, owing to exceptional and unforeseen balance-of-payment difficulties, 
a country is unable to provide foreign exchange for imports immediately pay- 
ment becomes due to the supplier, transfers of foreign exchange in respect of 
goods already imported, or licensed for importation should have priority over 
transfers in respect of new orders, or should at least have a definite and equitable 
share of the total amounts of foreign exchange currently available for imports. 

Senator Mruuikin. Does the organization or the contracting parties 
or the secretariat publish, make available, a detailed report of what 
happens at these meetings ? 

Mr. Brown. No, sir. 

Senator MiturK1n. It does not ? 

Mr. Brown. A summary of the decisions and action taken, the mat- 
ters that were discussed before. 

Senator Minurkin. That is what you referred to before ? 

Mr. Brown. Yes, sir. 

Senator Miiuikin. These reports to which you are now referring, 
are they authorized by the contracting parties or are they made out 
of hand by the oflicers of the contracting parties? 

Mr. Brown. No, sir: these represent the agreement of the contract- 
ing parties. Let me take this one as an illustration. 

Senator Mini. All right. 

Mr. Brown. In view of the shortage of dollar exchange and the 
need to conserve them, countries have put in various forms of import 
licensing. 

The way in which those systems are operating had varied widely in 
different countries, and some of them run rather smoothly and cause 
a minimum of difficulty to the business people who have to trade under 
them, and others are operated in an arbitrary and unreasonable and 
unnecessarily complicated manner. 

Now, we had been concerned for some time about complaints that 
businessmen had made to us about the difficulties that they were run- 
ning into. 

Senator Mitir«kin. That is, the United States? 

Mr. Brown. Yes, sir; that a businessman would get an import 
license from some country and would find he had no foreign-exchange 
license to go with it, so the import license he had gone through the 
trouble of getting did not do him any good because there was not any 
assurance that he would get the dollars to pay for his goods, and then 
changes would be made in the system suddenly, and without proper 
notice, and he might be found with a shipment of goods on the water 
and the rules were changed on him while it was afloat, and so forth. 
So that the Department of Commerce and other agencies worked out a 
whole set of these difficulties and suggestions as to ways in which they 
could be mitigated. So at the last meeting of the contracting parties 
we suggested that the contracting parties consider the suggestions that 
we had made, designed to limit the hardships, the unnecessary hard- 
ships, of these import licensing systems and that if there were agree- 
ment, that it was a good thing that we work out a set of suggestions 
and recommend to the governments of the contracting parties that 
they follow them. That has been done and that idea was welcomed by 
the other countries, and this matter was discussed by representatives of 
ail the contracting parties, and a set of nine points, standards, were 
worked out and agreed upon, and each representative has recom- 
mended to his government that it follow the standards in the admin- 
istration of its import licensing systems. 
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We hope that if that is done, the way will be smoothed for business- 
men generally in operating under these systems. 

Senator Minirk1n. That is an illustration 

Mr. Brown. That is an illustration of the kind of thing they do. 

Senator Mitiikre. Now with reference to these arbitrary uses 
of import licenses and exchange licenses, and the other things that 
are contemplated by GATT, and which occupy a considerable part 
of the exceptions permitted in GATT, how do the contracting parties, 
as such, keep track of those 4 

Mr. Brown. Before I answer that question may I ask that this be 
included in the record ? 

Senator MinirK1n. Yes. 

Senator Kerr. Yes; it already has been. 

Mr. Brown. I am sorry that that is my only copy that I have 
with me. 

Senator, would you mind asking that question again? I am not 
sure what you mean by “keep track of.’ 

Senator “MILLIKIN. ¥ ou have referred to the arbitrary use of the 
import and exchange licenses. 

Mr. Brown. Yes, sir 

Senator Minurk1n. Do the contracting parties, as such, have an 
organization or a system or method whereby they keep track of those 
violations? 

Mr. Brown. No, sir. The only way that things come before the 
contracting parties is if somebody raises the question to be discussed 
at a meeting. 

Senator Kerr. You mean the only way it comes before this general 
meeting. 

Mr. Brown. That is right, sir. The secretariat does not keep a 
list of quantitative restrictions through the world. 

Senator Kerr. As I understand it, when any two nations have a 
problem under any agreement they usually try to work it out them- 
selves without bringing it to this general meeting. They do do that 
which would amount to changing the agreement that they have made. 

Mr. Brown. No, sir. 

Senator Kerr. What they do is to try to work out any trouble that 
they have under the agreement. 

Mr. Brown. That is correct, s 

Senator Kerr. All right. 

Mr. Brown. Another kind of thing that they do, Senator Milli- 
kin—— 

Senator Mitiix1n. Might I put a clincher on the previous question 

IT asked you? Am I correct when I understand that the contracting 
parties, as such, as an organization, do not have a list of a of th 
import licenses, their import license restrictions and exchange restric- 
tions, and so forth and so on; is that correct ? 

Mr. Brown. I cannot answer that question yes or no, Senator. 
For example, another thing that the contracting parties considered 
at one of their earlier meetings, that is before the last one, was the use 
of quantitative restrictions for protective purposes. 

As you recall, the agreement says, by and large, that you can use 
quantitative restrictions to protect your balance of payments, but 

it does not permit the use of quotas for straight protection purposes. 

Now it was felt that some of that kind of use was growing up and 
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it was agreed that the contracting parties would be asked to submit 
to the group a description of their use of these quantitative restric- 
tions. 

Now in that sense, if the contracting parties asked for information 
from the different contracting parties to be used as a basis for dis- 
cussions or as a basis for the kind of report which IT have just sub- 
mitted for the record, then they would get the informatign, but that 
would be a situation where the group meeting together decided that 
it would be helpful to them in minimizing the abuse of exceptions 
in the agreement, to get information as to how the countries are operat 
ing under it. But it would not be sort of a continuing function of 
the kind that the Bureau of Labor Statistics carries on or some other 
operation of that kind. 

Senator Minuikin. Well the reports that would result from = an 
inquiry of that kind, T suggest, would probably be on the self-serving 
side, would they not ? 

Mr. Brown. They might or might not. 

I think you would have to assume that a country that is asked 
question is going to give an honest reply. 

Senator Mintikinx. Let me come back to what I was starting to get 
at. Do the contracting parties s.as such, have central knowledge avail- 
able, we will say, to all of the members of how these exceptions in 
GATT are being used: as to whether they are being used, let us say, 
in good faith or whether unwarranted advantage of them is being 
taken / 

Mr. Brown. The accurate answer, I think to your question, Senator 
Millikin, is “No”: they have the information which is brought before 
them when a complaint is made and they have the information that 
they get when they think it will be help ful to work out a report like 

this or one that the ‘V had at the last session on the use of que untitative 
restrictions for protective purposes, when they need the factual infor- 
mation to base suggestions for better oper: ation under the agreement, 
But they do not maintain a sort of : i police check on how each cOoUnTLrYy 
operates. They do not have any staff or any desire to do that kind 
of thing. Essentially their meetings are to deal with problems which 
arise. 

Senator Minuikix. But I think you have answered it, except per- 
haps, this time I might not like the use of a word that you have given. 

Mr. Brown. Perh: aps 1 could change it, sir. 

Senator Minuikin. Call it a police organization or call it what you 


will, the contracting parties, as such, do not maintain a supervision 
over the use of the contractl ne parties separs ately—— 


Mr. Brown. No, sir. 

Senator MILLIKIN (continuing). As to exceptions. 

Mr. Brown. No, sit 

Senator Minuikix. Has the United States protested the use of the 
exceptions specifically 4 Tam thinking about the use of the import 


licenses and export licenses and quotas, and bilateral agreements, 
and so forth; has the United States protested any of those in any 
instance / 

Mr. Brown. Yes and no, Senator, in this wav: We have been con- 
‘erned about, and have joined in criticism of, the use of certain devices, 
but we have not been the country which put it on the agenda. In 


other words, someone else raised the question and we have joined with 
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them in expressing our disapproval of what was done, and made a 
suggestion. 

Senator Mruuikin. We have not initiated any complaints against 
any contracting parties for the unwarranted use of the exce ps 
Mr. Brown. Not in the meetings; no, sir. We have, of course— 

Senator Mituikin. In any way! 

Mr. Brown. Oh, yes. 

Senator Mituikin. In any way at all, formally, informally, by any 
method 4 

Mr. Brown. There is one exception to that. We did a objection 
to the imposition of some arbitrary customs regulations by Cuba 
against our textiles, which acted as an almost complete "adeina ot 
those imports. 

Senator Mintikin. What were the mechanics of that protest ? 

Mr. Brown. We tried to work it out with the Cubans, first, and did 
not get any success through the usual channels bilaterally, so we 
wrote to the Secretary and said, “Would you please put this item on 
the agenda ¢ We would like to take it up,” and we stated the criti- 
cism we had of what the Cuban regulations were doing, and we got a 
satisfactory solution of the matter. 

Senator Kerr. You got what / 

Senator Minuikin. Was it put on the agenda? 

Mr. Brown. It was put on the agenda. 

Senator Mituikin. Was it handled by the contracting parties, as 
such / 

Mr. Brown. Discussion began and then the Cubans withdrew the 
objectionable regulation. 

Senator Miturkin. Is that the only instance that comes to yout 
mind ? 

Mr. Brown. That is the only one I can think of where we have 
taken action formally to put something on the agenda. 

Senator Mintikin. Now informally what instance has come to your 
mind ¢ 

Mr. Brown. Senator, I can only say that I would prefer not to 
name countries to whom we have protested, and with whom we have 
worked things out. 

Senator MILLIKIN. Will you give us the number of oe m / 

Mr. Brown. Well, in varying degrees of importan e have some 
thing on the fire almost every day with some ceaielicy or other that 
is doing something that is causing difficulties for us. 

Senator Minuikin. You havea record of that ? 

Mr. Brown. Just as we have quite a number of visitors who come 
in to see us and are worried about things that we are doing. 

Senator Minnikin. You have a record of the protests which you 
have made formally, informally, or otherwise / 

Mr. Brown. I could vive you examp les of the kind of thing that 
we have been discussing with other countries, Senator, if that would 
help you. 

Senator MILLikin. Give us a few. 

Mr. Brown. Well, one country had proposed, or, as a matter of fact, 
this one was one that came on the agenda by nae ‘Ise, who put 
it on the agenda, of import restrictions whic h were suggested by South 
Africa which would have been very restrictive, and highly discrim- 
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inatory against the dollar area in a way that we did not think was 
justified, and we joined in that protest and, as a result of the dis- 
cussion in the group, the South African Government greatly modi- 
fied the restrictions which it had imposed, and elimin: ated the great 
bulk of the discriminatory features to which we objected. 

Senator Mitui«in. I take it that found reflection at the contracting 
parties’ level ¢ 

Mr. Brown. Yes, sir. 

Senator Minturn. Yes. 

Ilow many complaints are before the contracting parties at the 
present time ¢ 

Mr. Brown. None. 

Senator Minitrqin. No complaints at all? I am having, in all of 
my questioning on this subject, particular reference to the abuse of, 
the alleged abuse of, import and export licenses, monetary controls, 
and other things, quotas, and so forth. 

Mr. Brown. At the last meeting of the contracting parties we and 
several other countries, Canada, Belgium, and Cuba, took the posi- 
tion formally that the improved dollar situation of a number of the 
British Commonwealth countries was such that they should start a 
relaxation of their import controls, felt that their gold and dollar 
position, both in terms of reserves and currently, had sufficiently im- 
proved so that although they could not eliminate them they could 
start to relax them. 

Then, of course, the Korean situation changed the picture quite a 
bit. 

Senator Miiuix1n. Did we not protest in one form or another, the 
British-Argentina bilateral agreement ? 

Mr. Brown. Yes; we protested that on a purely bilater ‘al basis. 
That was about 3 years ago. 

Senator Mitirkry. That did not get up to the contracting parties? 

Mr. Brown. No, sir. 

Senator Mitirkin. We failed in our protests ? 

Mr. Brown. ¥es. The agreement was entered into. 

Senator Miuir«r. Has Czechoslovakia protested our escape on 
fur felt hat? 

Mr. Brown. Yes, sir. 

Senator Minirkrn. Has that reached the contracting-party level ? 

Mr. Brown. Yes, sir. 

Senator Mitirkrn. With that exception, I will ask you again what 
complaints are pending for the attention of the contracting parties / 

Mr. Brown. The answer is none, sir. The way they operate is 
that before the next meeting there will undoubtedly be complaints 
that will come up to go on the agenda. But, as of the moment, this 
Czech thing, which is a hangover from the last meeting, is the only 
one that is known. 

Senator Miniikin. Would you say in very rough language that there 
are vast numbers of complaints regarding abuse of the exception privi 
leges or very few ? 

Mr. Brown. I would say it was a moderate number. 

Senator Kerr. Somewhere between a vast number and very few. 

Mr. Brown. Leaning on the low side. 
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Senator Mrnu1x1x. Who besides the United States, if we have pro- 

tests of those abuses, to the extent that we protested them, who besides 
» theU nited States has been protesting? 

i Mr. Brown. Oh, at the last meeting the protests that were made 


“at came from—let me see—I think there were four of them: One from 
Belgium, one from Holland, one from Chile, and one from France. 
ng Senator Minirkry. What were they protesting? 

Mr. Brown. The Belgians and the Dutch were protesting against 
the use of some British—well, I am sorry, the Belgians were protesting 
against the—— 

che , 


Senator Minurki. British bulk charges? 

Mr. Brown. No, sir; about the British quots 1 on one or two of their 
major exports which they s said did not conform to this re port as to 

of what the proper use ot these restrictions was, and the British agreed 

of, to change it. 

Is, The Dutch protest was because the British purchase tax—— 

Senator Kerr. The what ? 

ind Mr. Brown. The British purchase tax, which is a very heavy tax 

ISI- ranging from one-third to 100 percent 

the Senator Kerr. You mean by purchase tax that which is the same as 

ta the tariff ? 





lar Mr. Brown. It is the same as a sales tax, Senator Kerr. If you buy 
m- an automobile in Britain, I think you have to pay 100 percent or 60 
uld percent purchase tax on the purchase of the car. 

Senator Kerr. The protest then was for the purchase of stuff bought 
ea from Britain rather than sold to Britain ? 

Mr. Brown. No, sir; the purchase tax in Britain exempted what they 
the call utility goods; that is, standard furniture and clothes, and things 

that the bulk of the people of low-income groups use. But before 

SIS. Torguay that exemption did not apply to imported goods of the a 
we general characteristics, so the Dutch said to the British, ‘Under the 
les ¢ 


agreement you have agreed that imports will get the same treatment 
as your domestic product insofar as domestic taxes are concerned. 
It is the principle of domestic treatment in national taxation, but you 
have an exemption from the purchase tax for your utility goods, but 
on not for imported utility goods.” 

The British agreed that this point was well taken, and have under- 
taken to correct that situation. That is the kind of thing. 


vel? Senator Mituikin. You mentioned a couple of countries that 
you- — 
vhat Mr. Brown. The French protest was a protest against some Brazil- 
les f ian taxes which applied to imports and not to the domestic product, 
e 1s and again violated this rule of national treatment of internal taxes, 
ints and the Brazilians agreed to correct that; and the Chilean protest was 
this against some Australian activity in connection with subsidies on ammo- 
mily nium sulfate which competes with nitrate, and they worked out a solu- 
tion, which was satisfactory. 
here Senator Minumin. What was the need for the Torquay Conference ? 
rivi Mr. Brown. It was felt that it would be desirable to have some ar. 
ther tariff negotiations, and see if we could not get some further 
reductions, and to bring some additional countries which had not pre- 
v. viously negotiated for many years into the general agreement. 


Senator Miuurkim. What, Mr. Brown, are the additional countries 
sought to be brought within the organization at Torquay / 


Be ae. 
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Mr. Brown. The countries that I named, Senator Millikin, Austria, 
Western Germany, Korea, Peru, the Philippines, and Turkey. 

Senator Miniiki~. What percentage of the worl l’s trade have they ? 

Mr. Brown. I could not say offhand. 

Senator Miniixtx. Would vou say as much as 5 percent ? 

Mr. Brown. It would be in that neighborhood, perhaps a little less. 

Senator Miniikix. Will you supply that for the record? 

(The information re " rred to appears in subsequent testimony. ) 

Mr. Brown. Yes, S1 

Senator MILLIKIN. The main purpose then of the meeting was to 
work out new concessions / 

Mr. Brown. There were two meetings at Torquay. There was a 
tariff negotiation meeting, which is still going on, and there was a 
session of the contracting parties which took place just before 
Christmas. 

Senator Mirtikryx. Well, let us take them one at a time. 

Mr. Brown. But I think if you speak of Torquay it essentially 
means the tariff negotiation. 

Senator Minuikix. Yes. The tariff concession meeting is. still 
roing on! 

Mr. Brown. Yes, sit 

Senator Minuixin. Has the general meeting of the contracting 
part es ¢ nded 4 

Mr. Brow N. Yes, SIT: that ended before Christmas. 

Senator Minuikin. Did that bring about any new amendments of 
any kind ¢ 

Mr. Brown. It amended the one date that I spoke of in my earlier 
testimony. 

Senator Minurk1x. That was all? 

Mr. Brown. Not in the form of an amendment, but in the form of a 
waiver resolution that thev would all agree that that date should be 
extended. It was not a formal amendment = the tec ‘hnie al lecal sense. 

Senator Miniikrx. That was worked out by all of the contracting 
parties ¢ 

Mr. Browwn. So far as the text of the agreement is concerned, 
ves, Sir. 

Senator Mitiikix. Was anything discussed with reference to the 
ITO? 

Mr. Brown. I made the announcement to the contracting parties 
that we were not going to submit the ITO: no. sir. 

Senator Mitiixin. Did the meeting fly to pieces after that? 

Mr. Brown. No, sir: it continued. 

Senator Minuikinxn. How far along are you on your concession bar 
vaining ? ; 

Mr. Brown. I think it is approaching a close. 

Senator Minuikin. Within what period of time do you anticipate 
or estlmate—— 

Mr. Brown. Before the end of April. 

Senator Miuiikin. The end of April? Close to the end of April 
or the middle of April, or what ? 

Mr. Brown. I should think around the 20th. 

Senator Mitnikinx. The 20th. 
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Tell us about how this bargaining is now conducted. Is it still 
on a—preliminarily is it still on a—bipartisan, bilateral basis and, 
I hope, a bipartisan basis 

Mr. Brown. I like that word very much. 

Senator Kerr. You may answer the questions separate ly. 

Mr. Brown. Pepentially, the bargaining is done in precisely the 
same manner that I described for an individual agreement; that we 
look at our t rade with the particular countries: we have a negotiating 
team that sits down and discusses the matter with that country, and 
we try to work out a satisfactory arrangement With that country and 
that. of course, we do have in mind the interests that we might have 
indirectly in concessions on products which we might be a secondary 
or a minor supplier in the course of other negotiations; but the great 
bulk of the interest is in the negotiations with the individual countries. 
Then you put them all together. 

Senator Mitiikin. Country X negotiates with country Y in this 
process to which you refer 

Mr. Brown. Yes, sir. 

Senator Mintikin. And they agree on their concessions as between 
themselves ? 

Mr. Brown. Yes. 

Senator Mituikix. Does that take any kind of—does that take 
anything in the nature of a formal statement or are those agreements 
initialed or how do they finally take on the multilateral phase 

Mr. Brown. Well, I expect they are initialed. I mean, you agree 
at the end of each day’s discussion, if you have agreed, or you do 
not agree. 

Senator Minturkin. Well, finally country X and country Y have 
completed their negotiations. How do they evidence that ¢— 

Mr. Brown. I suppose it is on a piece of paper with initials on it. 

Senator Minnikin. Then I assume as the different combinations of 
countries conclude their work, that is all funnele cd into someone cel 
trally who finally br ings the mall together: is that correct / 

Mr. Brown. The way we work it, the mechanics of it, are done by 
the secretariat that are servicing the meeting. What we would do. 
just as one country, would be when we have reached agreement with 
all the countries that we are negotiating with or know that we will not 
reach agreement with a particular country, in other were when we 

e through the job we simply te ake the ditfe ‘rent things that we have 
ean and put them all toge ‘ther in one schedule. 

Senator Minuirkin. Yes. 

Mr. Brown. And fit all the pieces in together. 

Senator Mintuikin. Do those have the status of bilateral agree 
ments, existing within the framework, as our States have their own 
position- - 

Mr. Brown. No, sll 

Senator Mintikin (continuing). Their own position within all of 
the States or does it all become merged in the multilateral agreement ? 

Mr. Brown. Le gally there = one mult ilateral agreement. 

Senator MILLIKIN. One agreement that covers the whole thing / 

Mr. Brown. Yes, sir. 

Senator Minuikin. So that each country is interested in every con 
cession that is in the entire combined list : is that correct ¢ 

Mr. Brown. Strictly, legally speaking; yes, sir. 
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Senator Minirk1y. What is the exact language—the reason I ask 
this question is I do not find it in any of the material that is supplied 
to us—what is the exact language preceding the annex having to do 
with the schedules? What does it say ¢ 

Mr. Brown. It is article II, Senator Millikin. It says that “each 
contracting party shall accord to the commerce of the other contract- 
ing parties treatment no less favorable than that provided for in the 
appropriate part of the schedule.” 

Senator Minir«cn. I mean, is that the language which is put at the 
head of the annexes, as we make them? What is the introductory lan- 
guage? lam trying to get at the legal effect of it. 

Mr. Brown. It is in article 2. The commitment with respect to it 
isinarticle 2. The schedule identifies the rates and the products. 

Senator Minzrkrn. Are they identified as multilateral agreements, 
or are they F 

Mr. Brown. No, sir. 

Senator MiILuiKIN (continuing). Identified as a series of bilateral 
agreements reached between various negotiating teams ¢ 

Mr. Brown. No, sir; they are identified as one single schedule of 
concessions that each country will maintain so far as all the others 
are concerned. You have your commitment in article II to maintain 
the treatment provided for in the schedules, and then you have a set 
of schedules for each country, and our schedule is one single schedule. 

Senator Minirkrn. Now, in the event of the failure of GATT would 
those separate schedules to which you refer have their own power to 
bind the countries? 

Mr. Brown. No, sir. If GATT failed, if we withdrew from GATT, 
then the whole thing, the whole schedule, would be withdrawn. 

Senator Mm“irkin. Yes. 

Mr. Brown. Every one 

Senator Mitiikin. And you would go back to the situation at 
Annecy, whatever that was? 

Senator Kerr. Before Geneva. 

Mr. Brown. You would go back to the situation before Geneva. 

Senator Mirkin. Before Geneva? 

Mr. Brown. Yes, sir. 

Senator Mitirxin. You would not go back to Annecy ? 

Mr. Brown. No, sit 

Senator Miturkin. Would not Annecy continue to have life? 

Mr. Brown. No, sir. There is one general agreement, and the sched- 
ules change in the course of these negotiations. 

Senator Kerr. And the parties may change. 

Mr. Brown. And the parties may have changed. 

Senator Kerr. May have changed so that others dropped out and 
others added. 

Mr. Brown. That is right. 

Senator Minurxry. So if Torquay did not exist then you would go 
back to the agreement prior to Geneva. 

Mr. Brown. I see what you are driving at. 

Senator Mitrikin. Yes. 

Mr. Brown. If Torquay should not be concluded, that is, if no agree- 
ment should be reached at Torquay, no new schedules, no new countries, 


presumably you would remain in the status quo before Torquay, 
namely, the Annecy situation. 








was 


T 
Not 
amie 
live 
of 1 

C 
pla! 
bee! 
yea 
Mr. 
hav 
mat 
Wa 

a 
dep 
to | 
sta 


bel 
jeo 
£ro 
in 
pre 
, 
offi 
sul 
le 
ad 
ma 
thi 


rec 
ma 
file 


at 


nd 


go 


Pe- 
es, 


ay 


TRADE AGREEMENTS EXTENSION ACT OF 1951 1055 


Senator Minzr«1n. That seemed very clear to me. 

Mr. Brown. I am sorry; I thought ‘that what you were asking me 
was if GATT should fail and be termin: a then you would go back, 
as Senator Kerr pointed out, to your pre-Geneva situation. 

Senator Mirxikin. I am interested solely in Torquay. 

Mr. Brown. nar e. 

Senator Mmurkin. If that should fail, then you go back to Annecy. 

Mr. Brown. Yes, sir. It would be as though nothing had h: appened., 

Senater Miuauikin. Yes. And if nothing happened, Annecy and the 
GATT agreement would continue under their own terms for whatever 
extension the parties aimed to give it, is that correct ? 

Mr. Brown. Yes, sir. 

Senator Martin. Mr. Chairman, I wished to place a statement in 
the record. This is a statement from the president and the secretary- 
treasurer of Lace Accessory and Finishers’ Union of Wilkes-Barre, 
Pa., which is affiliated with the American Federation of Labor, in 
which they state that they are only working 4 days a week for the 
last year in one of their plants, and one of the plants is entirely down, 
and they would like to make this statement. 

I would ask the privilege now of submitting this statement with- 
out their being present and reading it. 

The CuarrmMan. You may put it in and it will follow Mr. Brown’s 
statement. 

(The prepared statement referred to follows :) 


STATEMENT FROM LACE ACCESSORY AND FINISHERS’ UNION, No. 15398, 


AMERICAN 
FEDERATION OF LABOR, WILKES-BARRE, PA 


The officers and members of this union, representing over 600 employees of the 
Nottingham lace-curtain industry, appeal to your committee to recommend 
amendments to H. R. 1612, which will prevent the destruction of our jobs and 
livelihood by the present method of administering the reciprocity provisions 
of the Tariff Act of 1930. 

Complete, detailed statements covering the operation of the manufacturing 
plants of this industry, located in Pennsylvania, New York, and Illinois, have 
been furnished the Committee of Reciprocity Information, for the past several 
years, by the National Association of Lace Curtain Manufacturers, Inc., through 
Mr. Charles A. Turner, president. The manner in which cheap, imported goods 
have been, and still are destroying the American lace-curtain industry 
made very clear by the elaborate briefs furnished to the 
Washington by President Turner. 

This union, under date of March 23, 1938, with the cooperation of the research 
department of the American Federation of Labor, addressed a strong appeal 
to the Committee for Reciprocity Information, in behalf of our members. We 
stated, at that time: 

“* * * The American Federation of Labor and its affiliated unions does not 
believe that it is the intent and purpose of the United States Government 
jeopardize the labor standards built up over a long period of years by this 
group of skilled, industrious craftsmen. The only protection to the wage earners 
in the Nottingham lace-curtain industry is an adequate tariff which effectively 
prevents the importation of the cheaper product from abroad.” 

We regret that the confidence we expressed at that time in the governmental 
officials making the tariff decisions, was misplaced. Ignoring the evidence 
submitted by the Manufacturers’ Association, and the appeals by the American 
l‘ederation of Labor and the other unions of employees in the industry, two 
additional reductions of 10 percent each, have been made in the tariff on foreign- 
made lace curtains machine products, with another hidden tariff reduction added 
through the devaluation of the British and other foreign currencies. 

The employment conditions in the industry have become so destructive in 
recent years, due to this favoritism granted the cheap imported goods, that the 
manufacturers stated to the Committee of Reciprocity Information 
filed last year, which was suported by an affidavit, that: 
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“The points made herein, and the facts shown in our more comprehensive brief 
of December 1946, we feel show conclusively that if we are allowed to survive 
and to supply employment to American workers who are totally dependent on 
our industry, no further reductions can safely be made in our existing rate of 
duty.” 

Regardless of the obstacles placed before the employers by the favoritism 
shown to cheap imported goods by our officials in control of the trade-agreements 
program, the wage rates and working conditions under which the lace-curtain 
mills are operated constitute some of the best in the American textile industry. 
These wage rates and working conditions, established through collective bar- 
gaining between the employers and the various unions of employees, cannot 
be maintained if the importation of cheap foreign products is continued. This 
favoritism to imported lace curtain machine products is actually exporting our 
jobs to the foreign countries. 

Seven of the remaining 10 mills in the Nottingham lace-curtain industry 
are located in Pennsylvania, 2 are in New York and 1 in Illinois, Here, in 
Wilkes-Barre, one additional plant was closed last July and there are no 
indications, at present, that it will reopen. 

The mill of the Wilkes-Barre Lace Manufacturing Co., employing our members, 
has been operating on a 4-day per week schedule since November 1949.) Even on 
this part time schedule, not all of the employees have been able to work the 
tf days per week. Also, in order to create some work for the employees, the com- 
pany has accumulated an inventory of finished goods at a value of over $1,000,000. 

This will have to be disposed of at a loss unless some protection and consid- 
eration is given this industry by our Government. The conditions facing the 
management and employees of this Wilkes-Barre company is general throughout 
the industry. 

Our members, and their families, represent a group who are trying to be real 
Americans. They are a credit to this community. We have always given full co- 
operation to our Government, Several of our members gave their lives in action 
in World War I, and we also lost seven more in the same manner in World War IL. 
Many of our members have worked for years in the lace-curtain industry and 
there is no future for them if the industry is destroyed. 

Approximately 300 of our former members had their jobs abolished last year 
When one plant in the city closed down. Is it fair to American wage earners, who 
have always tried to support their country and Government, to have their jobs 
destroyed by such an unfair and ill-named reciprocity trades-agreement policy? 

Our parent organization, the American Federation of Labor, in the annual 
convention held at Houston, Tex., September 18 to 28, 1950, took a definite stand 
in defense of its members who were being injured by the importation of cheap 
products. A report of the resolutions committee, upon this subject matter, 
adopted unanimously by the convention reads, in part, as follows: 

“The reciprocal trade-agreements program offers a method toward freeing of 
international trade from restrictive barriers. However, in some instances the 
duty reductions already made have reached the point where further reductions 
would endanger the employment in particular industries exposed to competition 
from abroad. 

In support of the trade-agreements program, we recognize the need of safe- 
guarding American labor in some industries, especially where wages are a rela- 
tive heavy factor in the cost of production against competition that threatens 
to undermine our labor standards.” 

If our industry is to be spared complete destruction, there must be no further 
reductions in tariff upon the products of the foreign lace-curtain industry. 
Also, some action lnust be taken to protect the industry from the effects of the 
devaluation of foreign currency. The peril-point and escape clause amendments 
to H. R. 1612, approved by the House of Representatives on February 7, 1951, 
can be of great assistance in preventing unfair reductions in tariff, if enacted 
in law, and given fair and American interpretation by the administration at 
Washington. 

However, charges have been made, and not denied by the Federal Government, 
that no consideration is being given to the effect of foreign currency devaluation 
in the adjustment of the American tariff rates at the Trade Agreement Conference 
how in progress at Torquay, England. 

The foreign governments, which have devalued their currencies, can use this 
change in the value of their currency to the same advantage as a tariff reduction 
of relative value, unless some action is taken by our Congress to protect Ameri- 
can industry and the American wage earners from such foreign currency adjust- 
ments. 
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We respectfully bring these facts to the attention of the members of your 
committee, trusting you will understand we are desperately fighting to retain the 
jobs upon which depend the welfare, health and the very lives of the employees 
of the Nottingham lace-curtain industry and of the members of their families. 

Respectfully submitted for Lace Accessory and Finishers Union, No. 15393, 
American Federation of Labor, Wilkes-Barre, Pa. 

FRANCES ANDREWS, 
President. 

FRANK J. CURRAN, 
Necretaru-Treasurer. 


Marcu 16, 1951. 

Senator Kerr. We have a letter here from the Department of the 
Interior with reference to the proposed legislation which I will ask 
be incorporated in the record at this point. 

The Cuairman. Without objection, it may be incorporated; but I 
suggest it be incorporated preceding Mr. Brown's testimony. 

(The letter referred to appears at p. 1019.) 

The Cuainman. We will take a recess until 2:30, Mr. Brown. 

(Whereupon, at 12:05 p. m., the committee adjourned, to recon- 
vene at 2:30 p. m., this same day. ) 


AFTERNOON SESSION 


Senator Kerr. We will proceed. 


FURTHER STATEMENT OF WINTHROP G. BROWN, DIRECTOR, 
OFFICE OF INTERNATIONAL TRADE POLICY, DEPARTMENT OF 
STATE—RESUMED 


Senator Minuikin. Mr. Brown, this morning there was some dis- 
cussion on the question of the authority of GATT in these trade agree- 
ments. I made a reference to statements of Secretary Acheson in re- 
sponse to some questions of mine, and Iam quoting from the transcript 
of the hearings on Thursday, February 22, 1951: 


Senator MILLIKIN. May I ask, Mr. Secretary, whether it is the position of the 
State Department that the Congress, if there should be a conflict with this pro- 
Visional arrangement, whether there is a challenge of the power of Congress to 
deal with the same subject? 

Secretary AcHEsSON. There is no challenge to the power. 

Senator MILLIKIN. There is no question as to the power of that? 

Secretary ACHESON. No, sir. 

Senator MILLIKIN. Congress has a constitutional power to control as it sees 
fit this subject of tariffs? 

Secretary AcuEson. That is right. 

Senator MILLIKIN. And that proposition is not challenged anywhere along the 
line? 

Secretary AcTIESON. No. 

Senator MILLIKIN. Is there any contention that there is executive power to 
deal with the same subjects? 

Secretary AcngEsoN. No. If the Congress legislates, that is controlling. 

Senator MILLIKIN. So that We may assume, in considering these various 
amendments, that there is no contention that we do not have the power to deal 
with them? 

Secretary ACHESON. That is correct, Senator. 

Senator MILLIKIN. Passing the question of policy? 

Secretary ACHESON. Yes, sir. 


May I ask whether you have any disagreement with that, Mr. 
Brown / 

Mr. Brown. No, sir. We have no disagreement with the fact that 
the Congress has the power to legislate in these matters. 
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Senator Kerr. I wonder if in that regard your attitude would be 
that such negotiations as have taken place have been in accordance 
with authorization by the Congress? 

Mr. Brown. That would be our contention, Mr. Chairman. 

Senator Kerr. That nothing has been done except that which has 
been authorized by the Congress? 

Mr. Brown. There are two ways in which the President has author- 
ity to deal with these problems. One of them is by express delega- 

tion from the Congress, and the other is that he has the general re- 

sponsibility for the conduct of our foreign affairs. We have sub- 
mitted a legal memorandum which gives the legal basis for the author- 
ity of the President to deal in these matters. Obviously we do not 
challenge—we could not challenge the power of Congress to legislate 
with respect to them. 

Senator Miturkrn. Have you finished, Senator? 

Senator Kerr. Yes. 

Senator MILLrKIn. I invite your attention to the hearings of Feb- 
ruary 1949, part 1 of the record, page 6, where I am questioning Mr. 
Thorp: 

Senator Mmxrkrn. Mr. Thorp, you, of course, appreciate that this whole sub- 
ject matter is within the direct, primary, expressed constitutional power of the 
Congress. 

Mr. THOorP. Yes; I do. 

Senator Minirkin. That whatever power the President has results from our 
delegation of that power to him. 

Mr. THorP. That is correct. 

Senator MILurkin. Therefore, he is our delegate in this matter. Correct? 

Mr. THORP. That is my understanding of the legal situation. 

Mr. Brown. I think, Senator, there is no difference of opinion be- 
tween us on this point with respect to tariff rates. That is, the Presi- 
dent has no authority other than that specifically given to him by the 
Congress. With respect to the power to enter into agreements affect- 
ing our trade, then he has some powers under his ceneral constitu- 
tional authorities. On the matter of the tariff rates Congress has the 
exclusive jurisdiction. 

Senator Mirurer. Outside of the authority of the Reciprocal 
Trade Act? 

Mr. Brown. Yes, sir. 

Senator Mitrixry. So far as the proper construction and interpre- 
tation of the Reciprocal Trade Act is concerned he at that point is 
merely the delegate, or the agent, or the enforcing officer of Congress. 
Is that correct? 

Mr. Brown. Yes. 

Senator Miti1K1n. He cannot add to or subtract from anything that 
is contained in the Reciprocal Trade Agreements Act. 

Mr. Brown. No, sir 

Senator Mrizix1n. The business of making Executive agreements 
flows from his power to run the internation: l affairs of the country. 
Ts that correct ? 

Mr. Bown. Yes, sir. 

Senator Mriiirkry. And there, when he comes re the direct 
express constitutional authority of the Congress, No. 1, he is sup- 
posed to comply with that authority when it has ene itself ; 
No. 2, whatever he does in that field is subject to later action by the 
Congress. Is that correct? 


LORD TRPATI} ASSP LCLArOeN TC LC pyraromrna iT.” Ol a Se 


a 


ty 


tha 
anc 
leg 
the 


Co 
tra 
col 


dr: 
Cis 
th: 
by 
gS 


th 
vie 
to 


as 
re 








TRADE AGREEMENTS EXTENSION ACT OF 1951 1059 


Mr. Brown. Yes, sir. 

Senator Kerr. Let me ask a question right there, if I may. 

Do I understand that answer to mean that you take the position 
that Congress, having given him the authority to do a certain thing, 
and he having done it, “that then Congress would have the right by 
legislative enactment to undo that which he had done by reason of 
the congressional authority ¢ 

Mr. Brown. Yes, sir. As a matter of constitutional power, the 
Congress would have the authority to legislate in a way that is con- 
trary to an agreement which had been made by the President in full 
compliance with a delegated power. 

Senator Kerr. I am fully aware they would have the right to w ith- 
draw the authority at any time that they desire to do so, and did exer- 
cise their right to do so. Do you think in withdrawing the authority 
that they could on a unilateral basis nullify that which had been done 
by him on a bilateral basis, but in accordance with express authority 
given him by the Congress? 

Mr. Brown. As a matter of constitutional power, they could do 
that. The Congress would then be taking an action which would 
violate an agreement which it had authorized its agent, the President, 
to make. 

Senator Kerr. You think they do have the authority to do that? 

Mr. Brown. They would have the power to do so. Yes, sir. But, 
as to the policy, that would be, of course, something they would be 
reluctant to do. 

Senator Kerr. You think then the contract which had been made 
by him under authority from the Congress would be subject to nulli- 
fication by subsequent act of the Congress ? 

Mr. Brown. I think the Congress has the power to legislate in any 
manner that it sees fit, and if it authorizes an agreement and then— 
in fact, Congress could, if it so desired, pass legislation which would 
be inconsistent with a treaty which it had itself approved, if it changed 
its mind. That is a matter of the actual power of the Congress. 

Senator Kerr. That is a matter for them to determine how to use it? 

Mr. Brown. Yes, sir. 

Senator Kerr. All right. 

Senator Minii«1n. The Congress could do it, and the Congress 
could determine the policy? 

Mr. Brown. Yes, sir. 

Senator Minit. This mor ning in talking to you about Torquay 
I got the impression that the contracting parties, as such, have finished 


their work at Torquay. Did I get the right impression of your 
testimony ¢ 


Mr. Brown. Yes, sir. 

Senator Miturkr. And you, I believe, said that there had been 
some action or some talk about changing one date. Am I correct in 
what I said? 

Mr. Brown. Yes, sir. That is correct. Of course, the contracting 
parties are all there at Torquay engaged in the tariff negotiations 
and any related procedural and administrative problems. 

Senator Kerr. Have they completed their negotiations ? 

Mr. Brown. No, sir. They have not completed their negotiations. 

Senator Kerr. That is the way I understood it. 
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Senator Mitirkin. The impression I got was that they had com- 
pleted their negotiations as contracting parties on general subjects, 
I take it, such asthe content of GATT. Is that correct ? 

Mr. Brown. They have completed their business other than the 
matter of tariff negotiations—rate negotiations. 

Senator Mitiikin. Then are they acting as contracting parties in 
conduct of the tariff negotiations ¢ 

Mr. Brown. No, sir. 

Senator Minnikin. I thought you were trying to draw a distinction. 

Mr. Brown. They are acting as individual countries. 

Senator Miniuxix. That is negotiating teams—two countries ne- 
gotiating with each other in this phase of the tariff concession part 
of the business. 

Mr. Brown. They act as contracting parties as a group in the 
respect that they decide what the duration of the meeting should be, 
and what kind of general rules of procedure should be followed, and 
all the mechanics that go with the meeting in order to keep all the 
negotiations operating im an orderly manner; but, as far as the mat- 
ter of what rates might be involved, that is entirely a matter for the 
negoti: ation of the individual countries concerned. 

Senator Mituikin. So that even though the contracting parties as 
such, let us say, have performed a part of the | usiness, as such, they 
are always—theoretically, at least—the contracting parties, as such, 
are always present, even though these negotiations are proceeding bi- 
laterally. Is that correct ? 

Mr. Brown. Yes, sir. 

Senator Miiiixin. And after the negotiations of the bilateral 
agreements have been finished, then it will require some kind of action 
by the contracting parties as such to multilateralize them. Is that 
correct ¢ 


Mr. Brown. No. The action which is necessary to multilateralize 
them—that is a diflicult word. The way in which it becomes multi- 
lateralized, Senator Millikin, is that the document, as the result of 
the hegotl lations, 1s signed by the individual countries. 

Senator Kerr. It becomes multilateral automatically, does it not ? 

Mr. Brown. And they assume all the obligations by signing the 
contract. 

Senator Kerr. Does it not become multilateral automatically ¢ 
When two of the nations negotiate an agreement, the provisions that 
are in that become available to all of the other nations automatically, 
do they not, under the most-favored-nation clause ? 

Mr. Brown. No: they do not, Senator Kerr. 

Senator Kerr. That bilateral agreement between this country and 
one other does not then have to be approved by a group in order to 
become effective. or does it ¢ 

Mr. Brown. Perhaps I could explain the process, and the answer 
might be a little more clear. 

Senator Kerr. You do explain it, and then I understand it, and 
then we come in from another tack and I get lost. I cannot tell 
whether that is my fault or the fault of the question; but, in any event, 
I am just trying to kee ‘p abreast of you as you explain it. 

Senator Minturn. The end point I have in mind is very important 
and one way or another I want to get this thing buttoned down and 
as Clear as a bell, as to the relation of the bilateral phase of this to 
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the multilateral phase of it, and how the bilateral phase becomes multi- 
lateral, if it does. 

Senator Kerr. I think that is a very interesting question, and I 
would be delighted to have the answer to it. 

Mr. Brown. I will try my best. I think your difficulty, Senator 
Kerr, is the inherent complexity of the subject. 

Senator Kerr. There is one other alternative, you know. Some- 
times the difficulty arises by reason of either the inherent or ac quired 
complexity of the subject; and another alternative is the lack of that 
with which to comprehend or understand, although it is not so complex 
either inherently or otherwise. But, you be as lucid as possible, and 
[ will be as adaptable as possible, and thereby we may do good. 

Mr. Brown. What happens is this: Take our own case, to simplify 
it. We negotiate, let us say, with 10 other countries. 

Senator Kerr. Would that be a bilateral agreement ¢ 

Mr. Brown. We sit down with the British, and we negotiate, and 
we sit down in another room with the French and negotiate. 

Senator Kerr. The question, as I understood Senator Millikin, 
was to ask you how a bilateral agreement became multilateral. If 
I am wrong in believing a bilateral agreement is one between two 
countries, why, correct me; and if I am not, then exemplify on that 
basis. 

Mr. Brown. I have got to take this thing step by step, Senator, to 
make myself clear. 

Senator Kerr. All right. Will you answer that question? Does 
a bilateral agreement contemplate the possibility that there may 
be more than two countries agreeing on it ? 

Mr. Brown. No, sir. If you just had a bilateral agreement with 
one other country, what would h: appen would be that you had an agree- 
ment with the British, let us say, and the only contractual obligation 
you have is to the British, and ‘they have a contractual obligation to 
you, and nobody else can claim the benefit of that contract. 

Senator Kerr. As I understood the question, that having been 
done, then how does it become a multilateral agreement, if it does? 
Is that it? 

Senator Minuikin. Yes. 

Mr. Brown. That is what I was coming to. Take just the simple 
case of the bilateral agreement, and forget everything else for the 
moment. It has been our policy as a matter of our own free will 
that when we make an agreement on tariffs with one country we gen- 
eralize the benefits—the rates which are in that agreement—to all 
countries. That is stated in the statute as being a requirement of 
the law. 

Senator Kerr. Any concession you give to the British becomes a 
general one which is available to all? 

Mr. Brown. That is correct. We have only one tariff rate on 
each article. 

Senator Kerr. That is what I thought a moment ago when I asked 
vou if : did not automatically become multilateral. 

Mr. Brown. But as a matter of free will, Mr. Chairman, and not 
as a Pi of contractual obligation. That is, the French could 


not come in and say, “We have a right to the tariff rate you gave to 
the British.” 
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Senator Kerr. What is the difference whether they get it as a right 
or as our free will offer? 

Mr. Brown. There is no practical difference unless you got in a 
dispute. In other words, if we should for example, cancel our agree- 
ment with the British, and the tariff rates went back up again, no- 
body else could complain, because our only contract is with the British. 
That was the old system. Now, what happens in the GATT is that 
you negotiate with several countries, and then you add the result of 
those negotiations up and put them into one agreement, and when 
you and the other countries have signed, then that agreement is a 
contract between you and all of the other countries. So that what 
you do is put sort of little bricks of bilateral agreements into this 
structure of a many-country agreement. 

Senator Mit1ikin. It becomes that structure at the signing of all 
the parties? 

Mr. Brown. Yes, sir. 

Senator Mruuikrn. And they sign at that point as contracting par- 
ties? 

Mr. Brown. No, sir. As individual countries. There is no group 
action. 

Senator Miiui«tn. Individually then they are approving a series 
of bilateral agreements? 

Mr. Brown. Individually they are approving one agreement which 
was built up by a series of bilateral agreements. 

Senator Kerr. And which is capable of being separated into bi- 
lateral agreements ? 

Mr. Brown. Yes. When China withdrew, we took out the Chi- 
nese segment of the agreement. 

Senator Kerr. But you still had the obligation to the others with 
whom you had signed? 

Mr. Brown. Yes, sir. 

Senator Krrr. Now, as I understood the Senator’s question and 
the answer that he sought, and the one which I seek also in this regard, 
it is this: What is done to that agreement in general conference, if 
anything, or what is the significance of that agreement in the gen- 
eral conference, if anything. Is that one answer you sought, Senator 
Millikin? 

Senator Mitrikin. Yes. 

Mr. Brown. I thought that what Senator Millikin was driving at 
is Whether there is anv group action; that is, action of the capital 
letters CONTRACTING PARTIES, which is required to give this 
agreement a multilateral significance. 

Senator Minit. This capital-letters business is of great impor- 
tance, Senator. The contracting parties spelled with regular or uni- 
form type letters means less than when it is spelled using—I think 
we used to call them capital nouns. When they are made in caps, or 
made in the form of capital nouns, that means the collective action 
of the CONTRACTING PARTIES as such. Is that not correct, 
Mr. Brown? 

Mr. Brown. The contracting parties in the ordinary type is just 
the individual countries. It is the legal term for describing them. 
When they are capitals it is the group acting as such. But there is 
no group action required. You simply sign it or do not sign it, 
depending on whether you are satisfied with it. 
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Senator Kerr. Then that agreement does not have to be ratified by 
the group to be effective ¢ 

Mr. Brown. No, sir. For example, you have 388 countries at 
Torquay, and you could come out with an agreement with 30 of them. 

Senator Kerr. Or with one of them, theoretically. 

Mr. Brown. Theoretically with one of them; yes, sir. 

Senator Kerr. And such agreement or agreements as you come out 
with, either with one or more as individuals, neither needs ratification 
by the group to be effective, nor of itself bestows any rights on any 
others of the group by reason of having been made between the sev- 
eral individuals. Is that right ? 

Mr. Brown. It bestows rights only as between the countries that 
sign it and accept it. 

Senator Kerr. Then would the answer to the question be “No”? 

Mr. Brown. I think the first part of your question was entirely 
accurate. Iam not sure of the second part. 

Senator Kerr. I do not know how you can describe the question 
as accurate. 

Mr. Brown. Well, you stated it as, Isn’t it true that such and such 
isso? The first part is accurate. 

Senator Kerr. Then I will ask them separately. Is it correct to 
say that these agreements, when made either between us and one other 
country, or between us and any number of other countries, needs no 
ratification by a group, or any others than those who sign them, in 
order to be effective ? 

Mr. Brown. That is correct. 

Senator Kerr. The next question is this: Do any other countries 
or any group of countries individually or collectively acquire any 
rights solely by reason of the fact that we have given rights or re- 
ceived rights from one or more countries individually in these 
agreements ¢ 

Mr. Brown. Only in one respect, and that is the application of 
this most-favored-nation commitment. For example, there are some 
countries with which 

Senator Kerr. Then would you say only those countries who have 
unilateral or bilateral agreements with us will be the beneficiaries of 
a most-favored-nation principle ? 

Mr. Brown. That is correct, sir. 

Senator Miuixrn. That is by virtue of a most-favored-nation 
principle in GATT that makes it possible to include a bilateral agree- 
ment which will become effective as to all, because they have all 
signed GATT? 

Mr. Brown. Yes, sir. You might have a most-favored-nation with 
other countries. You might have a country, for example, like Costa 
Rica, which is not a party to GATT, but with which we have a trade 
agreement. 

Senator Miniixi. That would be by virtue of the terms of that 
separate agreement. Is that right? 

Mr. Brown. Yes, what I mean is, if we make some tariff conces- 
sions at Torquay the countries which we are not actually negotiating 
now would get the benefit of those concessions. 

Senator Kerr. If we had a most-favored-nation clause contract 
with them. 

Mr. Brown. That is correct. 
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Senator Kerr. Is there any nation negotiating at Torquay with 
whom we do not have an agreement with the most-favored-nation 
clause as a part of it? 

Mr. Brown. I think so. Could I just check on that ? 

Senator Kerr. Yes. Check on that. 

Mr. Brown. Germany and Korea. 

Senator Kerr. They are the only two at Torquay with whom we do 
not have trade agreements, that have as a part of them a most-favored- 
nation clause ? 

Mr. Brown. Or a commercial treaty, or some other commitment of 
that kind. 

Senator Kerr. A while ago I “8 you if, when we made an agree- 
ment “_ any of the countries at Torquay with whom we were nego- 
tiating, the benefits of that agreement insofar as our concessions to the 
other Ds irty were concerned, did not become available automatically 
to all other countries at Torquay, and you said that they did not. 
take it now that practically they do, except with reference to Korea 
and West Germany. 

Mr. Brown. I did not mean to say, Senator Kerr, that they would 
not become available to all other countries at Torquay. What I was 
trying to explain was the most-favored-nation clause in our law oper- 
ates as distinguished from the most-favored-nation agreement with 
another country. The statement is if we give tariff concessions to any 
country at Torquay, those tariff concessions will be extended as a 
matter of contract to all the other parties at Torquay who sign the 
agreement. 

Senator Kerr. Except Korea and West Germany. 

Mr. Brown. No, sir. Those are the countries with which we do not 
have most-favored-nation agreements. If they come into the general 
agreement at Torquay, we will then have a most-favored-nation agree- 
ment with them. 

Senator Kerr. Then as a matter of fact, and as a matter of practical 
operation, the answer to that question I asked a while ago would be 
simply “Yes”? 

Mr. Brown. Yes, sir. They all get it. 

Senator Kerr. Now let me ask you this question: Is that identity 
commonly referred to in these hearings as GATT a creature or an 
identity which exists by reason of the terms of the contract or con- 
tracts, or by reason of the operations of contracts? It may be if there 
is a distinction it is one without a difference, but I still would like to 
know. 

Mr. Brown. The GATT is a contract. The General Agreement on 
Tariffs and Trade is a contract between a large number of countries. 

Senator Kerr. Entered into and formalized at Geneva ? 

Mr. Brown. Yes, sir. 

Senator Kerr. In 1947? 

Mr. Brown. That is correct. And in that agreement, since it is an 
agreement between a considerable number of countries, there is pro- 
vision for the parties to the agreement to meet and to deal with 
problems that come up under it in its administration and in its inter- 
pretation. When they do that—— 

Senator Kerr. As a matter of practical operation, Mr. Brown, I 
—— like to know this: I find in the reading of this act authority 

‘reference to contracts with that nation having the greatest interest 
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in the matter which is the subject of the contract. For all practical 
purposes, the operation of the GATT agreement and its subsequent 
agreements is such as actually to nullify that, is it not? 

Mr. Brown. I think you are referring to the principal-supplier rule, 
as we commonly term it # 

Senator Kerr. Yes. 

Mr. Brown. No. sir. It does not nullify it. 

Senator Kerr. Then let me ask you this right there, because, as I 
see it, it does. Try to get it so that either I am informed or you 
are. 

We make an agreement with England on cutlery, let us say, on the 
basis that the ‘yiare the prine ipal sup yplier. The concessions which we 
make in that agreement are Immediately available to all members of 
GATT, are they not ? 

Mr. Brown. Yes. sir; and they would be under our policy and under 
our law even without the GATT. 

Senator Kerr. But even so, the concessions that we make are avail- 
able to all? 

Mr. Brown. Yes. 

Senator Mitiikix. Senator, I hate to interrupt you, but the act of 
1930, which still controls—and I do not believe it has been superseded 
in this respect —requires that whenever we make an agreement, or 
whenever we make a concession, it shall automatically become avail- 
able to every country in the world, whether or not it isin GATT. Is 
that correct ? 

Mr. Brown. That is correct, sir; and that is why we used the prin 
cipal- sup p plier rule, So that we ceive our concessions to the coOunLYy 
with which we have the biggest bargaining power. 

Senator Kerr. I think the Senator is talking about the original 
source of the law. I did not know exactly where it was, but I was 
under the impression it was. 

Senator Minnikinx. GATT restricts itself to the members of GATT, 
but we have a basis underlying the responsibility to let in the imports 
from eve rywhe ‘re once we make a concession to anyone. 

Senator Kerr. To the principal supplier. 

Senator Mintikix. No. The principal-supplier business is a method 
of procedure. It has been developed in the testimony that sometimes 
we have made - als with nations that might not have been the prin- 
cipal suppliers; but so far as GATT is concerned, GATT ey the 
universality of GATT, or the most- perotee nation rule of GATT, 
to member nations of GATT. But, so far as that is con ~e we 
apply the most-favored-nation rule to every country. Once we make 
the concession, they all have the benefit of it. Is that correct ? 

Mr. Brown. That is correct. 

Senator Kerr. At that point let me say this: We make a concession 
to the nation which is the principal supplier of any product. That 
concession then is available to any other country, either in or out of 
GATT, apparently. What is to Keop some other nation from becom- 
ing the principal supplier either by reason of that one which was the 
principal supplier finding something better to do or being eliminated 
by competition from somebody else ? 

Mr. Brown. That sometimes happens. 

Senator Kerr. Then there is nothing to keep it from him, so far 
the application of the program is concerned. 
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Mr. Brown. No, sir. That sometimes happens; but at the same 
time we get from the other countries a commitment to treat us in the 
same way, so that we get the benefits of the concessions, for example, 
that France might give to Britain. The benefit would come to us 
also, and if we can out-compete the British in the French market 
and become the principal supplier, then we get the whole benefit of it. 

Senator Kerr. Of course, that has some academic interest, but it 
seems to me the practical interest is whether or not we will be able to 
continue to out-compete others in this market. 

Mr. Brown. That we take care of in the degree of the concessions, 
if any, which we give. But, obviously, when we make a recommenda- 
tion to the President as to whether we should give a concession on 
cutlery, then what we consider is what is going to be the total impact 
of the total foreign importation. We do not just look at what is likely 
to come, let us say, from Britain. 

Senator Kerr. What part of the imports, Mr. Brown, that come into 
this country, on which a duty is paid, are shipped in here by Ameri- 
cans operating abroad ? 

Mr. Brown. That would vary very widely with the different prod- 
ucts. I could not give you an estimate. 

Senator Kerr. Over-all. 

Mr. Brown. In some cases it is very important. 

Senator Kerr. But you would not be in a position to give us a rough 
estimate / 

Mr. Brown. No, sir. It would not be worth anything. 

Senator Kerr. It would not be as much as 25 percent ¢ 

Mr. Brown. I should not think so. 

Senator Miurkry. I think we have a good clarification here of the 
public agreements. Who called the Torquay Conference ? 

Mr. Brown. All the contracting parties agreed to hold it. I do not 
think anybody called it. 

Senator MrurKrn. You mean at the preceding Annecy meeting? 

Mr. Brown. Yes, sir. 

Senator Mitirkrn. And presumably before you finish Torquay; 
if you finish Torquay, they will set some future time for another simi- 
lar conference? 

Mr. Brown. I should very much doubt it. 

Senator MrurrKrn. You doubt it? 

Mr. Brown. Yes, sir. 

Senator Mrtuixrn. What raises the doubt in your mind? 

Mr. Brown. Because I think all the countries are going to want to 
wait and see how the results of Torquay work out, and the principal 
countries which have indicated the desire to negotiate their way into 
the GATT have done so. I think it is most unlikely that there will be 
any plans for another Torquay Conference, or any date fixed at 
Torqu: Ly. 

Senator MrtzrKrn. Then how may a future conference of that type 
be called? Who takes the initiative? 

Mr. Brown. Anybody who wants to. 

Senator Minirkrn. Can any one call a meeting of all the contract- 
ing parties ? 

Mr. Brown. No, sir. But any one could—— 

Senator Kerr. Could ask for it? 
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Mr. Brown. Could ask for it, and if they got enough people who 
thought it was a good idea, then those people who wanted to come, 
could come. 

Senator Mrtir1kin. So there is nothing to bar a future meeting of 
the type of Torquay. 

Mr. Brown. No, sir. There is nothing to bar it. 

Senator Mintirk1n. You think it may not occur, but it might occur? 

Mr. Brown. I think it is unlikely that a meeting of that kind will 
occur in the next 2 or 3 years ? 

Senator Kerr. May I ask another question there? 

Senator Miiurkrn. Surely. 

Senator Kerr. As I get it, the evidence a while ago was to the 
effect that. if we make a contract with either one or a half dozen other 
nations, the concessions which we make in that automatically are 
available to all of the others in this group. 

Mr. Brown. That is correct. 

Senator Kerr. When the time comes that we see it is to our interest 
to change those provisions, do we have to negotiate with all who re- 
ceived the benefit of that agreement, or can we change them by nego- 
tiating with only those nations who signed the agreement or agree- 
ments / 

Mr. Brown. We have changed some rates in the GATT by nego- 
tiation with the country that we originally negotiated it with. The 
normal situation is that although there may be 30 or more parties to 
the contract, there are only one or two countries who are interested 
ina particular product to any significant extent. 

Senator Kerr. Here was the gist of my question. Does the right 
which others acquire by reason of an agreement we make with Great 
Brit: ain, for instance, become a vested right, or is it subject to being 
terminated by our being able to negotiate a change of it with only 
that nation or those nations with whom we originally made the agree- 
ment by which the others acquired the right ? 

Mr. Brown. The answer is that as a matter of contract everyone 
has in interest. 

Senator Kerr. A vested interest ? 

Mr. Brown. A legal interest. 

Senator Kerr. Just the same as though they had been parties to 
the contract ? 

Mr. Brown. Yes, sir; but the agreement provides that if anyone 
wishes to make a change they are to consult with the country with 
which they originally negotiated the concession, and they can notify 
other countries who are substantially interested and should have an 
obligation to consult with them as well, if they ask to be consulted 
with. Now, as a practical matter, those renegotiations have happened 
from time to time, and they have usually been limited to two or three 
countries. 

Senator Kerr. But actually we have the same contractual obligation 
to those with whim we did not make the contract as we have with refer- 
ence to those with whom we did make the contract ? 

Mr. Brown. Yes, sir; and we have a similar legal interest in the 
concessions of the other countries. 

Senator Kerr. I understand that, but I am addressing myself now 
to the obligations. , 

Mr. Brown. That is correct. 
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Senator Kerr. And, in order to change any concession which we had 
made, though we made it with only one nation, technically we have to 
free ourselves from it, if we do, by negotiation with all that want to 
negotiate on it/ 

Mr. Brown. That is correct, sir. Let me qualify that. May I read 
you the words of the article ? 

Senator Kerr. I do not want to qui alify it unless—— 

Mr. Brown. The test is that you have to consult on request with any 
contracting party that has a substantial interest in the product con- 
cerned. 

Now, for example, let us suppose we had given a concession on bur- 
lap. We have done so in the agreement. That comes from India, 
and perhaps some from Pakistan. Iam not sure. But we would not 
have to consult and negotiate with the French or the British. They 
have a technical legal right to that concession, but they cannot show 
any substantial interest in the importation of that product. 

Senaor Kerr. But if they want to negotiate we have to negotiate / 

Mr. Brown. No, sir. We could say in that case that they do not have 
any substantial interest and we will not do it. 

Senator Kerr. Are we the sole judge as to whether any other nation 
has a substantial interest ? 

Mr. Brown. No, sir: but the other nation, if it wanted to, could ask 
the group to say whether it has a substantial interest or not. 

Senator Mitirk1n. It could ask the contracting parties as such ? 

Mr. Brown. Yes. 

Senator Mittikin. Now you are getting to the guts of it. 

Senator Kerr. I understand that, but we could not formally say 
that they had no interest and make it stand up ! 

Mr. Brown. Well, we would not formally say it. We would want 
to consult with any country that had a significant interest in it. 

Senator Kerr. Or claimed an interest ¢ 

Mr. Brown. If they claimed it we would listen to them. 

Senator Kerr. You understand I am not trying to trap you, or any- 
thing like that. Iam just trying to get a complete and accurate pic- 
ture of this thing for myself. 

Mr. Brown. As a matter of technical, legal right, every party to 
the agreement has a right to every concession of every other party. 

Senator Kerr. And when we desire to change it, it is subject to their 
objection, and they have the right not only to object but. upon our 
failing to recognize it. they have the right of rong to the general 
assembly of the contracting parties and having it tried out there by 
the group ¢ 

Mr. Brown. Yes. They could claim they had a substantial interest, 

Senator Kerr. And if that group said they did have, then— 

Mr. Brown. Then we would have to consult with them, and that 
is all. 

Senator Mitirkin. You might take it further. You have to con 
sult with them, and you could go ahead and make your escape, but 
all the other countries having the contracts could make reciprocal 
esc apes 

Mr. Brown. That is correct. 

Senator Mitui«in. It is illustrated in article XIX when we talk 
about escapes, and I am reading paragraph No. 2: 


Before any contracting party shall take action pursuant to the provisions of 
paragraph 1 of this article— 


that 


it s 
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that is the escape— 
it shall give notice in writing to the CONTRACTING PARTIES * 


Senator Kerr. Is that in capitals? 

Senator MitiiKiy. That is in capitals. 

Senator Kerr. That means all of them ? 

Senator Mituikin. That means all of them. 

Mr. Brown. That is right. 

Senator MILLIKIN (ret iding) : 
as far in advance as may be practicable and shall afford the CONTRACTING 
PARTIES and those contracting parties having a substantial interest as ex- 
porters of the product concerned an opportunity to consult with it in respect 
of the proposed action. 


Sometimes, Senator, as has been developed here, and which the 
Member will recall, there is a close race as between who is a principal 
supplier party. There may be two or three or four nations that have 
& very important interest, and a lot of others that have a minor 
interest. 

Senator Kerr. They do not have to be the principal supplier, but all 
they need to do under that is to have a substantial interest. 

Senator MinuiKin. It goes on to say: 


When such notice is given in relation to a concession with respect to a preference, 
the notice shall name the contracting party which has requested the action, In 
critical circumstances, where delay would cause damage which it would be diffi- 
cult to repair, action under paragraph 1 of this Article may be taken provision- 
ally without prior consultation, on the condition that consultation shall be 
effected immediately after taking such action. 


It does not stop there, but it goes on to say: 


If agreement among the interested contracting parties with respect to the 
action is not reached, the contracting party which proposes to take or continue 
the action shall, nevertheless, be free to do so, and if such action is taken or 
continued, the affected contracting parties shall then be free, not later than 
ninety days after such action is taken, to suspend, upon the expiration of thirty 
days from the day on which written notice of such suspension is received by 
the CONTRACTING PARTIES, the application to the trade of the contracting 
party taking such action, or, in the case envisaged in paragraph 1 (b) of this 
Article, to the trade of the contracting party requesting such action, of such 
substantially equivalent obligations or concessions under this Agreement the 
suspension of which the CONTRACTING PARTIES do not disapprove. 


Which is another way of saying “approve.” Then it goes on to say: 


(b) Notwithstanding the provisions of subparagraph (a) of this paragraph, 
where action is taken under paragraph 2 of this Article without prior con- 
sultation and causes or threatens serious injury in the territory of a contracting 
party to the domestic producers of products affected by the action, that con- 
tracting party shall, where delay would cause damage difficult to repair, be 
free to suspend, upon the taking of the action and throughout the period of 
consultation, such obligations or concessions as may be necessary to prevent or 
remedy the injury. 

So the contracting parties, as such, have a very definite part in this, 
and the whole thing could not be disposed of just between Great 
Britain and the United States. The contracting parties, for example, 
could determine the parties at interest who should be called in at the 
discussions, and if you want to call the hearings in the matter. Is 
that not correct, Mr. Brown? 

Mr. Brown. That is correct, and that is the only reasonable pro- 
cedure you can have. If you make a bargain with another country 
and you get concessions from them and pay them for those concessions, 
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and then, for reasons of your own necessity or policy, withdraw a part 
of that payment, then it is proper that the other country can make 
an equivalent adjustment in its side of the bargain. That is the very 
simple idea which underlies this paragraph. 

Senator Miniikry. Also, Senator, it carries a very simple idea that 
every dispute between any two countries over the concessions at once 
becomes an international dispute by reason of making the whole thing 
multilateral. Under the old form of having bilateral agreements it 
was a dispute between two nations. This makes it, or “could make 
it, a dispute between all nations, and acts as a deterrent to an escape, 
because the President of the United States, looking over the whole 
a cannot anticipate where these counter escapes will be taken, 

r their magnitude. It makes it a very difficult situation when you 
are escaping. 

Mr. Brown. I would respectfully suggest that that is not what ex- 
perience has demonstrated, Senator. 

Senator Mruirkin. Experience has demonstrated you made no at- 
tempt to escape by and large. 

Mr. Brown. Cases have not been brought up which justified the use 
of an escape clause in the judgment of the Tariff Commission. 

Senator Mitirqin. I was going to say that the committee had a 
lot of sworn testimony on that subject. 

Mr. Brown. But the fact is that we have taken action under the 
escape clause. There were four countries interested, and three of them 
said that they wanted to settle the matter by discussion with us as 
part of their private negotiation, and that was the way it was handled 
so far as they were concerned. There was no problem about it. The 
fourth country was Czechoslovakia, and Czechoslovakia was not satis- 
fied with our action and has been reiterating to us that we should 
not have taken it. 

Senator Kerr. Somewhere in the course of the questioning—and 
this is probably the worst place, Senator—I would like for Mr. Brown 
to give us his views on watches and furs. 

Senator Mitii«rn. You shall have that opportunity. 

Senator Kerr. Are you going to go into that ? 

Senator Martin. Mr. Chairman, I have missed a little this morn- 
ing, but before we get into specific things, if we have not already dis- 
cussed it, I would like to ask what effect our aid to other countries 
has had on the balance between exports and imports, and what con- 
sideration has been given to small concerns, such as I put in evidence 
and submitted a statement from this morning. 

Have you asked any questions, either one of you, along that line? 

Senator Miniixin. No. 

Senator Martin. What I am getting at is, you stated this morning 
that the balance is a little bit our way. 

Senator Kerr. I think the statement was made by Senator Taft 
and, in fact, attention was called to it by him, that in the month of 
January our imports exceeded our exports, which I think probably 
was the first time that that happened. 

Senator Martin. How much of this balance is due to the aid that we 
are giving to various nations in Europe, because it seems to me that 
is a pretty important thing to consider, because that is an extraor- 
dinary situation. That is not a normal trade situation. 
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Senator Miiir«in. If you straightened that out our debtor position 
would be increased. 

Senator Martin. That is what I am getting at. And, it not being 
normal, a reciprocal-trade agreement—the way I have always under- 
stood it, and of course I am for reciprocal-trade agreements, and al- 
ways have been—lI believe that a reciprocal-trade agreement is a two- 
way street. I just wondered how much consideration had been given 
to the appropriations that we are now making to aid European 
countries. 

Mr. Brown. Well, sir, one of the important reasons why we have 
been trying to expand our trade with those countries has been pre- 
cisely to diminish the need for making appropriations of grant-in-aid 
to them. 

Senator Marrin. It is not a normal situation. Personally I am 
not intelligent enough to see how we can continue that indefinitely and 
survive economic ally here in our own country. 

Senator Kerr. It may be—and I am not saying that it is, nor can 
I say that it is not—it may be that the fact that the imports have 
caught up with the exports is an evidence of the success of the pro- 
gram, rather than an argument against it. I do not know. 

Senator Martin. That is possible. 

Senator Kerr. And I would be glad if Mr. Brown would address 
himself, in answering your question, to that. 

Senator Martin. Before we go further, this morning I introduced 
some testimony of a labor union up in the anthracite region of Penn- 
sylvania where they manufacture lace. One of the factories had been 
down for a year, which employs 300 people. This other one, where 
they employ 400, was working 4 days a week during that period. 
Now, I know of my own knowledge—and I think Senator Malone the 
other day put in the record quite a number of items from every State 
in the Union which are having difficulty in surviving now because of 
the difference between the wage payments in our country and those 
in competing countries. 

Senator Kerr. You mean because they cannot compete with the 
imports ¢ 

Senator Martin. That is right. Now, you take this, for example: 
I know we have glass factories that are only operating a percentage 
of the time, and pottery and china and wallpaper factories. 

Senator Kerr. And watches. 

Senator Martin. And different textiles and hats. They are put- 
ting a lot of our people out of employment. I have nothing against 
the great, big business concern. We have got to have them in Amer- 
ica, because this is a great, big country, but they furnish so much of 
our exports; that is, these smaller concerns. It is not so much indi- 
vidually, but collectively, and it makes a pretty large amount when 
taken in that fashion. It is very important to keep those men work- 
ing because they are consumers. It is ver v important. 

So, I want to say that Mr. Brown has been a grand witness, and I 
wondered how much consideration you had given to those facts, be- 
cause, Mr. Brown, it is awfully hard for these small concerns to put 
the matter up to you people as well as our larger corporations do, 
because these large corporations have fine lawyers and fine account- 
ants and fine statisticians that the smaller ones cannot afford. It is so 
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important in our economy that I just wondered how much considera- 
tion had been given to it. 

Mr. Brown. Senator Martin, one of the important elements that 
we look at in considering whether we can or cannot give a tariff con- 
cession is the make-up of the industr y, that is, as to whether it is an 
industry which is highly mechanized and with large integrated pro- 
duction, or whether it is an industr y which has substantial elements 
of the craftsman individual worker in it. 

Senator Marrin. If I might give another illustration, in my own 
town we have a very old hand-blown glass factory, where the cost of 
this glass I hold in my hand is probably more than 50 percent labor. 
Fine citizens who own their own homes, and so on, do that work, 
Then we have three factories where it is all machine-made. Now, the 
machine-made products do not have the difficulty of competition that 
the hand-blown ones do. It takes a very skillful man to make this 
glass by hand. That takes a very skillful man. Of course, a machine 
will make it also. Mr. Stratton back there can tell whether it is 
machine-made or hand-made. I will admit I have been close to the 
glass-making people all my life, and I can still be very easily fooled, 
but I want to see that the craftsmen of our country have an oppor- 
tunity to work because that is what has made our country. 

I believe, Senator Kerr, down in your great State of Oklahoma one 
company has a glass factory in Oklahoma, but that is machine-made 
glass. I do not know whether you have any of the hand-blown glass 
or not. 

Senator Kerr. I do not think so. I think it is all machine made. 

Senator Martin. I do not believe you do; but it is not only true in 
glass, but in watches and pottery as well. You have pottery down 
there. The same is true in china and in different textiles. 

Take wallpaper, for instance. Less than 75 miles north of where 
we are sitting 1s the center of the wallpaper industry of the whole 
United States. It is being terribly injured by importation, and the 
difficulty is in the difference in the wage scale. 

Senator Kerr. Now, what questions do you want to ask Mr. Brown? 

Senator Martin. I wanted to ask him how much they had given 
consideration to the wage scale in these little industries which I call 
one-town industries. They are too small to make much of a fight 
themselves, but in the aggregate those companies employ hundreds 
of thousands of men in America, and they are among our very best 
consumers. I wanted to know how much consideration had been 
given to these little fellows, and how much consideration had been 
given as to what our aid to European countries meant with regard to 
our exports. Those are the kinds of things I would like to have Mr. 
Brown comment on. 

You have been a good witness, Mr. Brown. I mean, you came in 
here with a lot of fine information and you have been very frank 
about it. You have been very frank. 

Mr. Brown. Thank you very much, Senator. Ihave tried to answer 
questions as thoroughly and completely as I can. Sometimes, of 
course, you stump me and I have to go back and look. 

The answer to your question about the small industries and the in- 
dustries where there is an element of handicraft and hand labor con- 
cerned, is that that is one of the factors that we pay particular attention 
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to, because obviously you have a different situation there than you do 
in the situation of the large mass-production industry. 

We also pay particular attention to whether you have a situation 
of what I think you described as the one-industry town, where a com- 
munity is dependent, as it is in a great many cases, on one particular 
industry. There are a number of cases of that kind. 

Where you have a set of facts like that, you deal with the problem 
differently than you would if you had a different kind of product. 
It is one that we have been very much aware of, and which has very 
much influenced the question of whether we do or do not recommend 
the concessions and, if so, how much. 

On the question of foreign aid, as I said, one of the main purposes, 
or one of the big purposes of this statute, has been—or, rather, one 
of the purposes of the administration of this statute has been to in- 
crease our trade with the other countries, and to give them a greater 
opportunity to pay their way, so that we could cut down this drain 
on the taxpayer and have it taken over by the normal processes of 
trade. We hope it can be cut down quickly. 

Senator Minirxr. Mr. Brown, are you aware of the speeches of 
Mr. Hoffman, where he urged that the hand products be favored, so 
as to get this stuff into this country, pointing out that they could not 
compete with us in our mass production industries ? 

Mr. Brown. I am not aware of that particular speech, but I do 
know that many countries abroad have tried to expand their imports 
of hand-made products here. Many of them are extremely high- 
priced, and have a hard time getting into our market. 

Senator Minium. What Mr. Hoffman was saying was that we 
should take these American dollars we are giving for economic aid 
and use them to increase the exports into the United States in the 
hand labor field. That is what he was saying. You are not aware of 
that / 

Senator Martin. If I might interject, I do not know whether it 
was Mr. Hoffman, but someone even went to the extent of saying that 
we might have a little governmental aid to some of our craft indus- 
tries. “Someliody made that statement. 

Senator Minin. That was Mr. Wilcox. 

Senator Martin. It was brought out on the Senate floor one day. 

Senator Mitnikty. I would like to have Mr. Brown’s reaction. If 
you wish, I will dig up the Hoffman speeches on the subject. 

Mr. Brown. No. I know Mr. Hoffman has been urging the Euro- 
pean countries to do everything they could to increase their exports 
to this country of all kinds of products. 

Senator Minurkin. Exporting hand labor where the labor bears a 
large proportion of the cost. He pointed out that they could not 
compete here with our great mass production industries. Do you 
challenge my statement of the facts? 

Mr. Brown. No, sir. I do not. 

Senator Minuik1n. That has some bearing on what we are trying 
to do. 

Senator Martin. Very much of a bearing, and that is what I was 
trying to bring out, Mr. Chairman. I am interested, of course, in 
the industries in my own community, but I am interested also in the 
economy of our country. In my own State we have so-called billion 
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dollar corporations, but the thing that profitably employs the people 
of our State are the small industries. In a lot of them they are very 
skilled craftsmen who are employed, and if we are to have our Ameri- 
can way of life continue, somehow we have to take care of these peo- 
ple. That is why I brought it up. 

Senator Kerr. I welcome the discussion, and any specific question 
the Senator has. I would be delighted to hear him ask it and listen 
to the answer. 

Senator Martin. I think you and Senator Millikin have done so. 
I was not sure whether you had developed this part, but from what 
I heard you develop, I think it ties it together in pretty good shape. 

Senator Kerr. Senator Millikin. 

Senator Minzixin. Mr. Brown, coming back to the concessions that 
are being negotiated at Torquay, as I understood your position, as the 
bilateral negotiations at Torquay are concluded between the countries 
making them, does that automatically become the ruling law, so far 
as those concessions are concerned, or what remains to be done to give 
those concessions the binding force of law on the parties de: aling be- 
tween themselves and on the rest of the parties who are members of 
GATT? 

Mr. Brown. I would expect it is when the agreement is signed that 
then it becomes an agreement. 

Senator Mitiik1n. Not until then? 

Senator Kerr. It could not become binding on the others if it 
changes the previous concession, unless the others agree to it, could 
it! 

Mr. Brown. That is correct. 

Senator Minin. That is what I am driving at. I am driving 
at that point. 

Senator Kerr. Therefore, it does not become effective the moment 
it is signed by two or more nations, unless they are among those who 
have an interest. 

Senator Mizuikrin. That is what I would have to have the witness 
say “Yes” or “No” to. 

Mr. Brown. That is correct, I think. 

Senator Miniikin. How is that agreement finally signed or finally 
executed ¢ 

Mr. Brown. Each individual representative of each individual 
country signs the agreement. 

Senator MinLikin. It could be mailed to them ? 

Mr. Brown. That would be possible. 

Senator Mituikin. They do not sit around as contracting parties 
and sign as contracting parties? 

Mr. Brown. No. What happens is that there is a piece of paper 
which is the thing that you sign, and it is opened for signature on 
a certain date, and you can sign it the first day, or a week later, or 
any time within some period of time which is allowed. 

Senator Kerr. Or, you do not ever have to sign it. 

Mr. Brown. Or, you do not ever have to sign it. Or conceivably 
it could be mailed to you. 

Senator Minuikin. And when you do sign, at that time, whether 
it is mailed to you or it is done around the table, or however it may 
be, are you signing individually, or are you signing as one of the 
contracting parties, in caps? 
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Mr. Brown. You are signing individually. 

Senator Minaxr. So that the effect ot GATT and the relation- 
ship to GATT of the contracting parties in caps does not operate at 
that particular point ‘ 

Mr. Brown. No, sir. Each country is accepting, individually, the 
obligations of the agreement. 

Senator Kerr. But that is a tentative acceptance and subject to 
whether or not it is accepted by all / 

Mr. Brown. Let us suppose we sign and two other countries sign, 
and nobody else signed it. There would be an agreement only between 
us and the other two countries. 

Senator Mitu1K1n. That raises precisely what is in my mind. Would 
that be an effective agreement between those two countries, irrespec- 
tive of whether the others signed or not ? 

Mr. Brown. Can I take advice on that? I will have to check into 
that, Senator. As I remember, what happened at Geneva, it was 
agreed that—yes. This is what happened at Geneva, and | imagine 
similiar procedure will take place at Torquay, but I will check it 
for you. 

Senator Kerr. And did it take place at Annecy / 

Mr. Brown. I would have to check that, sir, but what h: appened was 
that it was agreed that if countries representing, I think it was, 85 
percent of the trade of the countries—the international trade of the 
countries at the meeting—then when they signed up, then the agree- 
ment would go into effect for the countries that signed up, because 
it was felt if “only two or three signed it would not be worth while, 
and that was the principal purpose of it. 

Senator MILLIKIN. Then you would say as to this supposed agree- 
ment between the United States and Great Britain, if we were the 
only nations which agreed it would not be effective, because it would 
not meet your 85 percent rule. Is that correct ? 

Mr. Brown. I think that is correct, but I will have to check that. 

Senator Mintuikin. Will you please check that, because it is very 
important. 

Senator Kerr. Let me see if I can clarify that in my own mind. 
Is that 85 percent figure used with reference to the total number of 
governments attending, or the governments who handle 85 percent 
of the international trade with reference to that particular commodity ? 

Mr. Brown. They added up the international trade of the countries 
at the conference and then said when countries whose trade added 
up to 85 percent—— 

Senator Kerr. Of the total international trade on that? 

Mr. Brown. Yes. Of the countries at the conference. 

Senator Kerr. Then, in other words, it might just be that two 
countries themselves would have 85 percent of “all the international 
trade on any one product about which they were negotiating, and 
when they signed that in itself would meet that requirement ? 

Mr. Brown. No, sir. It was the total international trade in all 
products. 

Senator Kerr. Oh. In other words, when countries doing as much 
as 85 percent of the international trade of all that done by those 
present had signed, then the agreement became valid ? 

Mr. Brown. For those who had signed. 
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Senator Mrurxr. Is it possible that you are confusing the situa- 
tion which we have been discussing with you on a supposed agreement 
between the United States and Great Britain, and adherence to 
GATT? 

Mr. Brown. I think, Senator, I must admit I am thoroughly con- 
fused and will have to go home and straighten out my thinking and 
my views if the committee will give me an opportunity to do so. 

‘Senator MitirK1n. There is no question but that the adherence to 
GATT runs along the line furnished, but now we are talking about 
a different situation. We are just talking about whether, if Great 
Britain and the United States, for example, would make an agree- 
ment during the process of these negotiations over there, would that 
continue to live if the other nations did not give their adherence to 
that agreement. You are going to go into consultation on that? 

Mr. Brown. I think, Senator, if you could put that question to me 
again, I will then try to give you a clear and a simple answer to it. 

“Senator Mini1K1n. Let us take the case suggested here. Over there 
at Torquay the United States is negotiating with some others sitting 
around the table and they come up with a set of concessions which 
are agreeable to them. 

Senator Kerr. And to which they agree. 

Senator Mitiiin. And to which they agree. I think the process 
is that it is initialed by the different countries that do this negotiation, 
and which negotiate through their negotiating teams. When they 
reach an agreement I think they all initial it. But, however the 
agreement may be evidenced, would an agreement of that kind con- 
tinue to have life even though the other countries did not approve of it? 

Mr. Brown. I think I had better take advice on that. I was going 
to say it would depend entirely on whether we and the British decided 
it was worth our while to put that agreement into effect. We could, 
for example, perfectly well agree to amend our schedules to incor- 
porate the changes we had agreed upon bilater ally, if we wanted 
to do so. I think it would be unlikely that we would wish to do so, 
but I will get you the real authoritative answer. 

Senator Kerr. If I understand the witness’ answers to other ques- 
tions, and if his answers were correct, then the answer to your question 
now, Senator, would not only be in the negative with reference to 
whether or not that agreement would continue to have life but the 
answer would have to say that it never would begin to have life until 
and afte « it had been initialed, or ratified, or accepted, or affirmatively 
approved, either by all of those present or by those representing 85 
percent of the international trade. 

Mr. Brown. Eighty-five percent was the amount we used as a test 
at Geneva to get the thing launched. I just do not know what the 
arrangements were at Annecy or Torquay. 

Senator Kerr. I want to give you whatever assurance there may 
be in this statement—I do not know either. 

Senator Miruiin. There may be some other arrangement as to 
making these concessions valid as between all or a part of the parties, 
but the 85 percent Mr. Brown referred to I am quite sure was the 
percentage necessary to bring GATT into effectiveness. That much 
is correct, is 1t not ? 

Mr. Brown. Yes. 

Senator Mini1«k1n. And you are going to look into it? 
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Mr. Brown. I will give you a statement when you want me again, 
which describes exactly how the agreement gets brought into effect, 
and what would be the effect in the situation that you described of a 
very small number of countries having a satisfactory agreement, but 
the others not wishing to participate. 

Senator Miturk1n. You pose that speculation toward the end of your 
other speculation that there might be some way of making that agree- 
ment. between Great Britain and the United States effective, as between 
them; or, in the same way, as between other groups less than the whole. 
1 would like very much to have a comment on that. 

What agreements have we escaped from / 

Mr. Brown. There has been one application for escape on which the 
Tariff Commission has recommended action, and that was in the case 
of women’s fur-felt hats. In that case we withdrew the concessions. 

Senator Minzikin. You withdrew the concession / 

Mr. Brown. Yes, sir. 

Senator Kerr. In that case you took advantage of the escape clause 
and escaped ? 

Mr. Brown. Yes,sir. We went back to the 1930 rate. 

Senator Miiuik1n. What compensating escapes have been taken by 
the Czechs? 

Mr. Brown. None that I know of. 

Senator Mitzikin. Do you know that they are contemplated ? 

Mr. Brown. I do not, sir. 

Senator Mi.uiKin. That subject was brought up for discussion, was 
it not, with the contracting parties in GATT. 

Mr. Brown. I got the impression the Czechs did not want to take 
any compensating escapes. They wanted us not to take our escape. 

Senator Miniikin. Has there been any suggestion that we might take 
additional escapes from the Czechs as a deterrent to their taking com- 
pensating escapes ¢ 

Mr. Brown. In this particular case; no, sir. We would be entirely 
happy to see them take any compensating escapes they want. 

Mr. Miuzaxtn. What other countries have ever taken escapes? 

Mr. Brown. This is the only one in which article XIX has been 
used. 

Senator Munz1kin. Mexico escaped, did it not? 

Mr. Brown. Mexico was never a party to the GATT. I thought 
you were asking about GATT, Senator. 

Senator Minurkin. No. Let us go back to concessions. What is our 
situation with the Czechs? 

Mr. Brown. We have withdrawn other concessions before we had the 
escape clause. 

Senator MiLirKry. Well, since we have had the escape clause, what 
concessions have we escaped from ? 

Mr. Brown. This is the only application where the Tariff Com- 
mission recommended action. 

Senator MILi1KIN. This is the only one? 

Mr. Brown. Yes. 

Senator Miti1kin. What escapes have been taken by other countries 
from us? 

Mr. Brown. Under article XIX ? 

Senator Minzrk1n. Under anything since we have had these bilateral 
agreements, trade agreements, or under GATT, 
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Mr. Brown. As you know, we had to terminate the Mexican agree- 
ment because they wanted to withdraw a whole lot of their concessions 
and were not willing to make what we considered adequate compensa- 
tion for them. 

Senator Mitiixrn. We did not take any compensatory escapes from 
Mexico? 

Mr. Brown. No, sir. We canceled the whole agreement. 

Senator Minirkrn. After how much _ you cancel it? 

Mr. Brown. About 2 years. The reason for that, Senator, was be- 

cause our export trade was very sich concerned with the idea of the 
Mexican tariff rates going up, because we had a working agreement 
with them which limited the amount by which they went up, and our 
exporters did not want to see the agreement terminated. because they 
knew if it were the rates would go up even further. We were having 
no complaints about the imports, and when we finally were unable to 

‘each an agreement and terminated the thing, then the Mexicans put 
the rates up even further, as we had expected they would do. 

Senator Minin. That is one of the deterrents to escape, is it 
not? In other words, you have to sit around—where you take an 
escape you have to sit around and study the repercussions as to 
counterescapes, Which may be taken all the way along the line. It 
that not correct? 

Mr. Brown. In this particular case we had no complaints about the 
imports. The whole thing was coming from the other side. 

Senator Minurkrn. But that very fact that you set out here caused 
you to delay it 2 years in terminating the agreement. Is that not 
correct ¢ 

Mr. Brown. We were trying to get the best arrangement we could 
for the American interests that were affected. 

Senator Miiir«xr1n. That is right, and the considerations that you 
mentioned, I assume, caused the delay of 2 years. Is that correct? 

Mr. Brown. Yes, sir. But that is not an analogy to the point you 
were making before. 

Senator Miniix1n. I do not have to follow a consistent pattern. 

Mr. Brown. I know you do not, sir. 

Senator Minuikin. Regard it as a purely virginial conception and 
treat it as such. 

Mr. Brown. I was just trying to be careful, Senator, that my 
answer was not interpreted—I wanted the record clear as far as my 
part in it was concerned, that I was not saying there was an analogy 
between the two cases you mentioned. 

Senator MirurKrn. It is a fact we had an agreement with Mexico, 
is it not, and it is a fact that Mexico breached the agreement, is it 
not? Ithink you can answer all these with one answer. 

Mr. Brown. That is correct. 

Senator MinxiKrn. It is a fact that due to considerations such as 
you mentioned we delayed 2 years in terminating the agreement ? 

Mr. Brown. That is correct. May I complete the picture? 

Senator Mriturkin. Yes. 

Mr. Brown. By saying the reason we did that was because the 
interests of the American citizens who were involved in the picture 
were, in their and our judgment, best served by our proceeding in 
that manner. 
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Senator Mitii«in. Aside from the Mexican episode, what other 
countries have escaped from us? 

Mr. Brown. We have renegotiated some of the Geneva concessions. 
I do not know whether you would call that an escape or not. What 
happened was that they ‘suggested —— 

Senator MiuiKrn. There was a threatened esc ape ? 

Mr. Brown. No, sir. They suggested they wanted to renegotiate 
on certain items and offered us compensation for doing so. 

Senator Miixtn. What escapes? Let us get back to escapes. 

Mr. Brown. None. 

Senator Miutuixkin. We have taken no escapes from any other 
country ¢ 

Mr. Brown. None from other countries. 

Senator Mituikin. And no other countries escaped from us? 

Mr. Brown. Our action was the first and only case in which article 
XIX has been used in the GATT. 

Senator Miniikrn. And, having taken no escapes, the question of 
compensatory action has not arisen. Is that correct ? 

Mr. Brown. The question of compensation was one, as far as the 
French and Italians are hinamabatae are the other countries 
interested in this fur-felt-hat matter—was one which was taken up 
in our negotiations with them. 

Senator Mitiurkiy. What happened ? 

Mr. Brown. The negotiations are proceeding. 

Senator Minirxin. They are still under way ¢ 

Mr. Brown. Yes, sir. But that is part of the whole over-all Tor- 
quay negotiation with them. That just became another item in the 
negotiations. 

Senator MiturKr. I am again taking the illustration that Senator 
Kerr was touching on a while ago. We had a fur-felt-hat contract 
there with Czechoslovakia, Italy, and what is the other country ¢ 

Mr. Brown. And France. 

Senator Minirkrn. And France came in on it? 

Mr. Brown. Yes, sir. 

Senator Kerr. You said that is the only escape we have taken under 
XIX. You mean Czechoslovakia ? 

Mr. Brown. This one product of the hats. 

Senator Kerr. You are not referring to the Mexican business, be- 
cause they are not in GATT? 

Mr. Brown. That is correct. 

Senator Miiirkin. Of course, you can take an escape from an ex- 
port license or an import license, could you not? That is, under pref- 
erence agreements and bilateral agreements? 

Mr. Brown. I am very glad you brought up the question of bilateral 
agreements, Senator, because I have wanted to make a comment on 
that. 

Senator Kerr. I would be glad if you answered his question in the 
order it was asked. 

Mr. Brown. Yes, sir. It is recognized in the agreement that it is 
legitimate to put import licensing and import restrictions on, to pro- 
tect the balance-of-payments situation. When you do not have enough 
foreign exchange to pay for all that you want to get, then in order 
to protect your reserves and protect your balance-of- -payments situ- 
ation you are under the agreement, at liberty to restrict your imports. 
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Senator Mirurx1n. Then under that agreement that is a form of 
escape, is it not? 

Mr. Brown. That is an exception to the rule against quotas and it 
is recognized as something that can be done. 

Senator MILLIKIN. And it may be the equivalent of an escape, may 
it not? 

Mr. Brown. Yes, sir. 

Senator Minuikin. This morning I asked you what steps the con- 
tracting parties, as such, have taken to keep track of these various 
quotas and licenses and other restrictive devices, and I understood your 
answer to be that as such there is no organization to look after that. 
Is that correct / 

Mr. Brown. I said that we have had consultations with a number 
of the contracting parties about their use of these devices, and as I 
said, in the case of many of the Commonwealth countries we have 
suggested to them that the time has come to start liberalizing their 
use of those restrictions, and in the way of particular cases the con- 
tracting parties have looked at this use. 

Senator Minuikriy. The contracting parties, not as such, but sepa- 
rately, circulated complaints back and forth between the individual 
contracting parties. Is that correct ? 

Mr. Brown. That is the preliminary. The contracting parties as 
such, took this particular case I was t: king about up at the mee ting. 

Senator Minurkin. Which particular case was that? 

Mr. Brown. The question of consultations with the Commonwealth 
countries about their use of import restrictions. 

Senator Miturkin. They took that up and asked for a continuance 
of consultations ? 

Mr. Brown. Yes, sir. 

Senator Mitzikin. They made no orders? 

Mr. Brown. No, sir. They have no power to make orders. 

Senator Mirirkry. The consultations are going on? 

Mr. Brown. They have been concluded. 

Senator Miniikin. What was the result ? 

Mr. Brown. The result was that a number of the important coun- 
tries expressed the view I have ‘stated that they should relax their 
restrictions, and that was taken into account by the Commonwealth 
countries. 

Senator Minuikrn. Have they relaxed it? 

Mr. Brown. In some aspects; yes, sir. 

Senator Minuikrix. Would you give us a list? 

Mr. Brown. Their token imports have been doubled. That is not 
a major relaxation. 

Senator MiiurKkin. You said it was not a major relaxation. Did I 
understand you correctly ? 

Mr. Brown. That is correct. 

Senator Minuixkixn. How many concessions are there involved under 
Annecy? The whole organization, with the whole scope of the agree- 
ments, as of the time of the end of Annecy. 

Mr. Brown. It depends on how you count them. You could count 
them in dozens of different ways, but I would say the figure we use 
normally is about 45,000 different rates. 

Senator Minuikin. How many of those represent our concessions ? 

Mr. Brown. About 45 on the same basis. 
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Senator Kerr. 45,000 ? 

Mr. Brown. 4,500. 

Senator Minin. 4,500? 

Mr. Brown. Yes, sir. 

Senator Kerr. Did he say there had been a total of 45,000? 

Senator Miu. Yes. And of that number we are interested 
11——— 

Mr. Brown. No. We made about that. 

Senator Minzikin. We made about 4,500 concessions / 

Mr. Brown. Yes, sir. 

Senator Minturkrn. Now we are about the only country that does not 
maintain restrictions of the type we have been discussing, are we not ¢ 

Mr. Brown. You mean balance of payment restrictions 

Senator Mirutikin. Balance of payment restrictions, on export and 
import licenses. We have some of a minor nature, but roughly speak- 
ing we are the only country that does not have currency restrictions. 

Mr. Brown. It is correct we are the only country that does not have 
currency restrictions, but we have very important export controls and 
export licensing. 

Senator Mimurkr. All right. 

Mr. Brown. We have quotas on a number of major agricultural 
products. 

Senator Kerr. On exports or imports? 

Mr. Brown. Both, sir; but we do not have the widespread import 
restrictions which countries with dollar shortages have. 

Senator Minturxrn. What are prescribed by bilateral agreements? 

Senator Kerr. I do not understand that question. 

Senator Mirzikin. You see, there are about 300 bilateral agreements 
as, for example, the Argentina-British agreement, which in real sub- 
stance comes down to trade barter with a monetary aspect. 

Mr. Brown. We do not have bilateral agreements of that kind ex- 
cept in the sense that our Government purchasing— 

Senator MiLitKrN. So we only have one type of money ! 

Mr. Brown. Our Government purchasing in bulk purchasing ar- 
rangements is a bilateral agreement. 

Senator Miiirkin. Aside from that. 

Senator Kerr. That is not a bartering arrangement. 

Mr. Brown. No, sir; and neither are most of these bilateral agree- 
ments either. That was the point I wanted to make. 

Senator Mriirkrn. Before you come to that point—and I will not 
deprive you of it 

Mr. Brown. Thank you. 

Senator Minurkr. Let us stay on what we are talking about. We 
have only one-column money. Is that not correct ? 

Mr. Brown. Yes. 

Senator Minturn. Most of the other countries have two, or three, 
or four-column moneys, have they not? We have only one, a we not ? 

Mr. Brown. I do not think it correct to say that most countries have 
what I think you mean as multiple exchange rates, but there are quite 
a number of the Latin-American countries that do. There was a time, 
I think, when France had two exchange rates, but now she has gone 
back toa unitary rate. 

Senator Minin. But my question is that we do not. 
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Mr. Brown. That is correct. We do not have any multiple ex- 
change rates. 

Senator Mmur1n. And, with the single instance of what you mis- 
called a bilateral agreement, we do not go in for bilateral agreements, 
do we? 

Mr. Brown. No, sir. We do not have any agreements for exchange 
of goods or barter. 

Senator Mitirkr1n. With a very limited series of quotas we do not 
go in for quotas,‘do we? 

Mr. Brown. No, sir. 

Senator Muikiy. But do you want me to go through a whole 
rigmarole and read out the countries that do? 

Mr. Brown. No. 

Senator Mirkin. It is unnecessary, is it not? 

Mr. Brown. I would freely admit most of the countries of the 
world restrict import: itions, and the reason they do so is because 

Senator Miiir«kr1n. I do not care about the reason. We all under- 
stand the reason, and I am in hearty approval with most of the 
reasons. I am simply developing the ultimate fact which you stated, 
that most of the other countries do. 

Now, have you fully developed what we have done to try to restrict 
those restrictions, or eliminate them ? 

Mr. Brown. With the main category of the restrictions, which is 
the balance of payments restrictions, what we have done to eliminate 
or restrict them is to secure the agreement of the other countries that 
they would relax those restrictions as their conditions improve, and 
they would eliminate them when the balance-of-payments situation 
was cured; and, they would not use by and large the quota for other 
purposes. There have been cases in which there have been relaxations 
of these quotas in response to that commitment, but fundamentally 
the situation still is that most other countries are short of dollars. 

For example, the Canadians had complete dollar import licensing 
and limitations in 1947. As their condition improved about a year 
later, I think, they relaxed those restrictions. Now they have taken 
them off completely. In the case of South Africa, they have relaxed 
their import restrictions and have eliminated many of the discrimi- 
natory features in them. 

Senator Miiurkry. Have there been any instances where they have 
been increased during the last year ? 

Mr. Brown. As far as purchases from the dollar area are con- 
cerned, I should doubt if there has been any substantial increase. 

Senator Miturk1n. Purchases from the dollar area? 

Mr. Brown. I think that is what we are talking about. 

Senator Mruxrkrn. Are all the nations in GATT dollar-area 
countries ? 

Mr. Brown. No, sir; but it is the purchases from the dollar area 
which are the ones that are most restricted, because it is the dollar 
that is the shortest currency. 

Senator Mitirkrn, Soft-currency countries run restrictions against 
each other, do they not? 

Mr. Brown. Yes; they do; and there has been substantial liberali- 
zation in those restrictions in the past year. 

Senator Miiixiy. Have there been any increases in quotas: or in 
the exchange restrictions, as among the soft-currenc y countries ? 
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Mr. Brown. Yes. There have probably been some increases, and 
there have been also some relaxations, depending on what the cir- 
cumstances will be. 

Senator Mitirkin. But there have been both increases and de- 
creases, have there not? 

Mr. Brown. I would say on the whole the balance is strongly i 
favor of the relaxations. 

Senator Mirzixrn. You are going to submit data on the subject, 
and I think you have submitted it? 

Mr. Brown. I have submitted a list of bilateral agreements. 

Senator Mitu1Kkrn. So there is no point to my running through this 
whole list to show the almost universal extent of these various restric- 
tions of the type I am speaking of, and I think you concede that 
most other countries do have them ? 

Mr. Brown. I have already admitted most other countries have ex- 
change controls, but I would also say the recent trend has been in 
general toward a relaxation of those restrictions, and one of the con- 
tributing factors to that has been the commitments in the general 
agreement. 

Senator Mitzi. Relaxation of the dollar situation ? 

Mr. Brown. Yes,sir. As the dollar situation improved, there have 
been relaxations. 

Senator Miiurk1n. Then it is the improvement in the dollar situa- 
tion that has done the business? 

Mr. Brown. Plus the obligation which they have assumed under the 
agreement to relax as their dollar situation does i improve. 

Senator Mit LIKIN. The dollar situation has improved in what way ? 

Mr. Brown. Because they have earned more dollars. 

Senator Siecx case, Now, where do they make those dollars? 

Mr. Brown. By selling goods to us. 

Senator Minur«r1n. Do you know that 60 percent of our agricultural 
exports have been paid for with our own money ? 

Mr. Brown. Yes; but that is partly a bookkeeping arrangement. 

Senator Minurk1n. No. It gives them dollars. You cannot call 
dollars beekkeeping. 

Mr. Brown. No. But the reason why the percentage is so high for 
agricultural products as compared to industrial products is because 
it is easier to keep the books as between ECA dollars and free dollars. 

Senator Kerr. Would it be more accurate to say that the amount 
of foreign aid we have provided has been equal to 60 percent of the 
total amount of our agricultural export ¢ 

Mr. Brown. I do not have the figures in my head, Senator Kerr. 
I do not know. 

Senator Kerr. You accepted the statement that 60 percent of our 
agricultural exports had been paid for with money that we had given 
those countries? 

Mr. Brown. Yes, sir; but very much less than that percentage of 
industrial exports had been paid for with ECA money, and the 
reason why it is so heavily weighted on the agricultural side is be- 
cause they are bulk commodities and it is much easier to keep the 
records. 

Senator Kerr. I personally do not accept that statement, and I 
would want you to supply for the record the basis of the information 
on which you make that statement. 
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Mr. Brown. I think it is perfectly fair to say that a very large 
proportion—and I can give you the exact amount tomorrow—of our 
exports, has been paid for by ECA money. That is what the ECA 
money was given for. 

Senator Minur«in. I will give you what is supposed to be the figure. 
In 1950, from January to June, the total agricultural exports for that 
period were $1,446,000,000; $909,000,000 represented foreign aid, or 
63 percent of the total. 

For July to December $1,403,000,000 represented our total exports; 
$833,000,000 was financed with our foreign aid. That is 58 percent. 

Mr. Brown. Yes, sir. I am not quarreling with that. 

Senator Miiurqrn. You are accepting roughly the correctness of 
this? 

Mr. Brown. Yes. 

Senator Minin. Let us take the industrial side now. Are you 
contending that the purchases made in this country on the industrial 
side are unconnected with our foreign aid ? 

Mr. Brown. No, sir. I am saying a larger proportion of the pur- 
chases of industrial equipment was made with free dollars, as com- 
pared with ECA dollars. 

Senator Miuixrn. And that is all you are contending? 

Mr. Brown. And asmaller proportion of the agric ultural purchases 
were made with free dollars than with ECA dollars. 

Senator Minirkin. Yes. 

Mr. Brown. The reason for that discrepancy or difference is the 
matter of the ease of record-keeping and bookkeeping. I am not 
challenging or quarreling with the fact that a very large proportion of 
our total exports have been financed with ECA doll: ars, and if you 
would like me to provide the figure, I could give you the total figure. 

Senator MrrirKtw. I would like to have that total figure. 

Senator Kerr. I would like to have these figures of our total exports. 

Mr. Brown. Yes. 

Senator Minir«rn. And our total foreign aid. . 

Mr. Brown. Including military? 

Senator Kerr. Our total foreign aid in dollars. 

Mr. Brown. Yes. 

Senator Kerr. The total amount of the aid money which we have 
provided other countries which they have used in buying from us, 
and what they bought with it percentagewise, broken down in agri- 
cultural products, industrial products, and other products. 

Mr. Brown. I am not sure I can have that by tomorrow morning, 
Senator. 

Senator Kerr. All right. Next week will be all right. The hear- 
ings will be over, I hope, but I will be delighted to get the information 
at whatever time it is available. 

Senator Mitiikrn. I suggest to you about 17 percent of industrial 

products were financed by our foreign aid. 

Mr. Brown. Yes, sir. I think that is about right, but you will 
notice there is a big difference in the proportion of the two groups of 
commodities. 

Senator Mirxirg1n. I would like at the point we were discussing a 
while ago to get our true international picture. That is a deduction 
which intensifies our debtor relation. What are the principal con- 
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cessions other countries want from us that are under negotiation at 
Torquay ? 

Mr. Brown. A list of the items which are under consideration by 
us for possible concessions at Torquay has been published, and I can 
make it available to the committee if you would like to have it. 

Senator Mitxixrn. The list is public property 

Mr. Brown. Yes,sir. It was developed at public hearings. 

Senator Minzrrkin. What I want to know is, what is actually going 
on at Torquay, and what are the pressures at Torquay, so far as the 
principal items of concessions are concerned? Which country is de- 
manding what, which would represent on our part important conces- 
sions, I assume, in return for some of theirs ¢ 

Mr. Brown. That is confidential information which I am sorry I 
cannot give. 

Senator Miniikin. Confidential to this committee ? 

Mr. Brown. Yes, sir. We cannot give out what is happening dur- 
ing the course of actual negotiations. 

Senator Minnikin. Why is that! 

Mr. Brown. Those are my instructions, sir, and that is a decision 
that has always been the policy, and I am afraid I cannot make that 
information available. 

Senator MiiiiKk1n. Have you authority to carry on the negotiations 
from the Congress ¢ 

Mr. Brown. Yes, sir. 

Senator Minuikin. And you will not disclose to the Congress what 
is going on at Torquay ¢ 

Mr. Brown. I am afraid we cannot, sir. 

Senator Mitiikixn. Would you say you would give the same answer 
as to what we are trying to get in the way of concessions from others ? 

Mr. Brown. Yes, sir. 

Senator Mintikrix. What has been the progress in concessions given 
and received? With which countries have we finished our bargaining ? 

Mr. Brown. I would have to check on that. 

Senator Mrtiik1n. Could you give us a rough idea ? 

Mr. Brown. What usually happens at these meetings is that you 
do not finish up with any one country very much before you finish 
up with all of them. 

Senator Minuikin. Because of the multilateral nature of these. Is 
that right ? 

Mr. Brown. Yes; and because the pressures—I mean, just the prac- 
tical problem of negotiating. 

Senator Kerr. If the Senator would permit there, would you join 
me in asking the witness to tell us why they felt such a policy was 
justified ? 

Senator Mitzixin. I would be very glad to have that question pur- 
sued as far as the Senator wished to pursue it. I have bumped my 
head against it before, so I am merely developing now that it is the 

same old policy, but I would like to have you develop it. 

Senator Martin. Why should we not have the answer, Mr. Chair- 
man? Also, who enunciates that policy ? 

Senator Kerr. You can ask that question, if you like, or state it 
first. 
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Senator Miturkry. I would like to ask first that the witness supply 
us tomorrow with those bargainings that have been completed. I do 
not want to shadow-box about the word “c ompleted.” 

Mr. Brown. I think I know what you mean, sir. 

Senator Minuixry. Call it initialed, or call it whatever you want, 
but in practical terms, that have been completed. Also, those which 
have not been. One follows from the other, but list all of them that 
are completed and that are not completed. You will not tell us the 
nature of the concessions which we are seeking, or -which the other 
countries are seeking? 

Mr. Brown. I cannot do that, Senator, because the negotiations are 
in a continual state of flux. They change from day to day, and it is 
essential, if you are going to conduct a negotiation of this kind, to 
have the negotiation confined to the teams. That is the only way in 
which the thing can be done on an orderly basis. 

Senator Mriiixin. And it is essential from your standpoint that 
they be clothed with secrecy. Is that correct? 

Mr. Brown. Yes, sir. That has been the policy right along as far 
as the actual negotiations are concerned. 

Senator Mitirk1nx. Do you wish to probe that any further, Senator 
Kerr? 

Senator Kerr. I would like to hear the witness’ statement of what 
they consider the justification for the policy and the reasons for it. 

Mr. Brown. There is a bargaining process around the table which 
just has to be operated on a confidential basis. Then the situation 
changes from day to day, and what really counts is what is the result. 
That, of course, is made fully public, and everyone in the public who 
has any interest in the matter is invited to come in and give their 

views, and they are told what products are going to be considered. 

Senator Kerr. When do they do that ? 

Mr. Brown. Before we make up our minds as to whether we will or 
will not recommend any tariff concessions. 

Senator Kerr. Is that a process which has already been had and 
completed ¢ 

Mr. Brown. Oh, yes, sir. 

Senator Kerr. Or is it one which is in continuing operation ? 

Mr. Brown. No, sir. That is a process which has been completed. 
We held formal public hearings. 

Senator Kerr. I knew there had been formal public hearings held, 
but it occurred to me that these very developments or very negotiations 
which you tell us must be kept confidential, might bring about situa- 
tions which would indicate to you that vou needed further advice or 
information from those who might be affected by the concessions, 

Mr. Brown. Well, sir, we do from time to time talk to people. We 
have had groups in my office quite often during the period of the past 
couple of months, discussing them. 

Senator Kerr. Of course, ‘this discussion with interested parties has 
not finally terminated ¢ 

Mr. Brown. No, sir. It has not, but we do not tell them what the 
figures are that we are actually discussing around the table at Torquay. 
We do not tell anybody that. 

Senator Minirkrn. You do not tell them the current status of the 
bargaining ? 


Mr. Brown. No, sir. 
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Senator Mruuixrn. And you do not permit industry groups to coun- 
sel our negotiators at Torquay or these other meetings ¢ 

Mr. Brown. No, sir. That would be quite impractical because of 
the enormous numbers of people that would be necessarily involved— 
if for no other reason. 

Senator Mitur«rn. It is not so impractical at other international 
gatherings to have representatives of industry, labor, and other groups 
present. 

Mr. Brown. Yes, sir; but I have found that even in talking with the 
representatives of one industry, with the management side alone at 
that, that it has been exceedingly difficult, if not impossible, to get 
any suggestions from them on the ground that they felt each concern 
should “speak its own piece. 

Senator Minurkin. They could not make you an effective pertinent 
suggestion because they do not know what you are aiming at. Is that 
not correct ¢ 

Mr. Brown. They can tell us what the conditions are in their indus- 
try 5 they can tell us what the competitive factors involved are; they 

‘an tell us what tariff rates they think they need; they can tell us 
at what point they think they might be caused difficulty ; and we asked 
them to tell us all of those things. 

Senator Mrnurkin. But they cannot tell you, or they cannot discuss 
with you the deals you are going to make because they do not know 
what the deals are. That is true; is it not? 

Mr. Brown. No. They can talk of the things involved in their 
business 

Senator Minuikin. Never mind their business, but what I said is 
correct. Is that right? 

Mr. Brown. Yes. 

Senator Minyikin. Nor can the Congress approach or tell whether 
you are making a bad deal because of the confidential seal which you 
Impose on the negotiations. Is that correct ¢ 

Mr. Brown. That is correct. 

Senator Mitirg1n. And you reiterate that you derive your authority 
from the Congress. Is that correct ? 

Mr. Brown. That is correct. 

Senator MILLIKIN. So the servant is greater than the master. Is 
that correct ¢ 

Mr. Brown. No, sir. This has been a practice we have followed 
from 1934. 

Senator Martin. When did you start this? 

Mr. Brown. Since 1934, and the authority has been renewed consist- 
ently since that time. I submit that the test is in what we do and what 
tariff rates come out of the negotiations, and that we must stand on 
the record of what we do, and we must provide a means for correcting 
any mistakes if we should make them. 

Senator Miniikin. As has been said, that operates on the autopsy 
theory, rather than the preventive-medicine theory; does it not 

Mr. Brown. No, sir. That part of its works on the autopsy theory, 
but the whole preliminary process we go through before we go to one 
of these negotiations is concerned with the preventive-medicine side 
of it. 

Senator Mmurk1n. You are concerned with it, but you will not dis- 
cuss it with others who might be concerned in it. 
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Mr. Brown. We afford everyone who is interested an opportunity 
to discuss it with us fully. 

Senator Mitiikin. Mr. Brown, do any interested parties in labor 
or industry know what discussions are going on in the interdepart- 
mental committee ¢ 

Mr. Brown. No, sir 

Senator Mititrkin. Of course not. Do they know what discussions 
are going on with the country. committees / 

Mr. Brown. No, sir. 

Senator Miziikin. Of course not. Do they know what your objec- 
tive is except that you are going to make a concession ¢ 

Mr. Brown. Not necessarily. 

Senator Miniikin. Or may make a concession? Do they know 
what your point is you are going to agree on or willing to agree on? 

Mr. Brown. No, sir. Neither do we. 

Senator Mituikrx. You do before you finish ? 

Mr. Brown. Yes, sir. 

Senator Mituikin. But they do not know before you finish, do they ? 
Mr. Brown. But they have told us what the levels are that they 
think may or may not hurt them, and they have given us that informa- 
tion, and they have given it to us in varying degrees of detail. Some 

have thoroughly and some not. 

Senator Mintakin. Within the confidence or secrecy of the interde- 
partmental committee and/or the country committees there might be 
a chance for a very bad misinterpretation of information coming to 
you; but those in the position to correct it are denied the opportunity 
to correct it. Is that correct ? 

Mr. Brown. They cannot come into the meetings and find out what 
is going on. 

Senator Mitirkrn. Is that correct then? 

Mr. Brown. That is a possibility. That is correct. Yes, sir. 

Senator MiILttikin. Assuming it is a possibility, it is correct ? 

Mr. Brown. Yes, sir. 

Senator MitxiKin. It is correct, also, that the Congress, in reach- 
ing its conclusion that perhaps you have misinterpreted the facts or 
are not giving the proper weight to them, is also denied the opportunity 
to make their suggestions. Is that correct ? 

Mr. Brown. That is correct. 

Senator Minirkin. Now, article XX of GATT relates to the ex- 
piration of the period during which the parties may take appropriate 
measures to meet shortages, and world costs, and price controls, and to 
liquidate war costs and temporary surpluses, and the article requires 
these measures be removed not later than January 1, 1951. 

Mr. Brown. Yes, sir. 

Senator Miturkiy. Is that the date that you have moved forward? 

Mr. Brown. Yes, sir. 

Senator Miniik1n. That was done by agreement of the contracting 
parties ¢ 

Mr. Brown. Yes, sir. 

Senator Mitirkin. To what date has that been moved forward ¢ 

Mr. Brown. A year—January 1, 1952. 

Senator MitiiKin. To January 1, 1952? 

Mr. Brown. Yes. 
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Senator Minzik1n. Did anybody object to that? Did any of the 
contracting parties object ? 

Mr. Brown. There were some who did not like the idea very much. 
Yes, sir. 

Senator Mituixrn. Who were they ? 

Mr. Brown. That I cannot tell you. 

Senator MiuuiK1n. Is that another secret / 

Mr. Brown. You see, here I am dealing with the discussions of a 
group that involves other countries as well as our own, sir, and I would 
have to check on that. I do not think I could. I might be able to tell 
you. There might be no concern about it, but I would not feel quite 
free. 

Senator Minui«kin. Also, GATT concerns other countries. 

Mr. Brown. Yes. 

Senator Minnikin. The concern arises out of the congressional au- 
thority ¢ 

Mr. Brown. May I ask advice on that? 

@Senator Miniikin. Do you not think you should tell us the countries 
that objected to moving the date forward to January 1, 1952 ¢ 

Mr. Brown. I do not think so, but I would have to check, if I may. 

Senator Minuikin. Will you ; 

Mr. Brown. Thank you, sir. 

Senator Minirkin. Will youtell us? Will you give us an answer / 

Mr. Brown. Oh, yes. 

Senator Minzikin. Now, article XXVIII has a provision dealing 
with modification of schedules and provides that this article should be 
effective on or after January 1, 1951. What has been done about that 

Mr. Brown. Consideration is being given to changing that date to 
January 1, 1954. 

Senator Minin. 19544 

Mr. Brown. Yes,sir. That was in the public notice for the hearings. 

Senator Minuikin. And that has been moved by the contracting 
parties, as such ? 

Mr. Brown. By all the different countries; yes, sir. 

Senator Miniikrin. By the contracting parties, as such ¢ 

Mr. Brown. Yes. 

Senator Kerr. Has been, or is being ? 

Mr. Brown. Is being, sir. 

Senator Mintuikin. So that the contracting parties, as such, will 
finally have to take action on that. Is that correct / 

Mr. Brown. Yes, sir. 

Senator Kerr. Would it be correct to say that as of the moment, 
January 1, 1951, is effective and would remain so until changed by 
the contracting parties, which is now under consideration by them / 

Mr. Brown. That is exactly correct. 

Senator Minurkin. Article XX XI provides that any parties’may 
withdraw after January 1, 1951, upon 6 months’ notice. What is 
being done about that ? 

Mr. Brown. I know of no proposed changed in that. 

Senator Minuikin. There is no change on that? 

Mr. Brown. No, sir. 

Senator Kerr. Does that mean, Senator, that any country that is 
a part of GATT that gives 6 months’ notice can get out, and it will be 
all over with as far as it-is concerned ? 
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Mr. Brown. Yes, sir. 

Senator Kerr. That is an escape clause, I take it ? 

Mr. Brown. Yes, sir. That is the biggest escape. At present the 
GATT is only provisionally effective so that any country could with- 
draw at 60 days’ notice, but if it became definitely effective then the 
6 months’ term would apply. 

Senator Miniikrin. Has any country indicated it is going to get 
out or wants to get out ? 

Mr. Brown. No,sir. There have been two withdrawals. 

Senator Miiuikin. Can you state them ¢ 

Mr. Brown. I thought your question was prospective. China with- 
drew; and Lebanon. 

Senator Minnzixin. Why did Lebanon withdraw? I am curious 
about that. 

Mr. Brown. We were curious, too, but we have not been able to 
find out very clearly. 

Senator Miturkin. You made a big fuss about getting Lebanon in. 

Senator Martin. When did they withdraw? Iam asking just o@t 
of curiosity. 

Mr. Brown. Very recently, Senator Martin. I think it was effec- 
tive only a couple of weeks ago. 

Senator Martin. Isee. [had not heard about it at all. 

Senator Mini. What is the relation of GATT in its present 
form, that is, its provisional form, to the United Nations? 

Mr. Brown. I think the simple answer to your question is “None.” 
There is 0 legal relationship. It is true that the negotiations at 
Geneva were sponsored by the Economic and Social Council of the 
United Nations, but aside from that general blessing there is no direct 
connection there between the United Nations and the GATT. 

Senator Kerr. Would it be more accurate to say that it is general 
evidence of interest rather than to refer to it as that general blessing? 

Mr. Brown. That would perhaps be a better way of putting it. 

Senator Kerr. I could understand it better. 

Senator Martin. Have not a great number who have been very 
strong advocates of the United Nations also been very strong advo- 
cates of GATT? Maybe that would cause us to feel that there was a 
connection. 

Mr. Brown. Most of the countries which are parties to the GATT 
are members of the United Nations. 

Senator Marttn. That is what I mean, and that is the reason why 
many feel they are connected. 

Mr. Brown. Yes, sir. In that respect there is a pretty close com- 
mon membership. 

Senator Martry. Yes. An association, but nothing official. 

Mr. Brown. No, sir. 

Senator Miiikixn. The United Nations contemplates subsidiary 
organizations, contemplates dependent organizations, and contem- 
plates related organizations. 

Mr. Brown. Yes. 

Senator Mitir«r. Is GATT either subsidiary, or dependent, or 
related ? 

Mr. Brown. No, sir. 
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Senator Minui«ry. It stands on its own feet—I was going to say 
bottom, but it would be rather difficult to stand on its own bottom. 
It stands on its own feet; does it not? 

Mr. Brown. Yes, sir. 

Senator Kerr. If it is in a standing posture. 

Mr. Brown. Yes. 

Senator Mruuim1n. Yes. You have provided the list by agencies 
of those representing the United States at Torquay 4 

Mr. Brown. Yes, sir. I gave you a copy. 

Senator Minute. How did you pick those negotiators ? 

Mr. Brown. We picked the man we thought was the best qualified 
for the job—who had a combination of the knowledge of the country 
with experience in this tariff work. 

Senator Mri. Are any of them picked from outside of the 
Government ? 

Mr. Brown. No, sir. They are all from the Government. 

Senator Minurkin. From what Departments? 

Mr. Brown. From the Departments of Agriculture, Commerce, 
State, Treasury, Labor, Defense, Interior; and the Tariff Commission. 

Senator Marrin. Might I ask a question there? Have any of these 
who have been selected had the experience as workmen in industry, 
management of industry, or management of agriculture at any time 
in their careers / 

Mr. Brown. I do not think any of them have been businessmen. 
No, sir. 

Senator Martin. Or have any of them ever worked in industrial 
plants ¢ 

Senator Kerr. I take it the Senator means as laborers in industry ¢ 

Senator Martin. I mean, if the man worked in a plant. 

Senator Kerr. I say, as laborers in industry ? 

Senator Martin. Yes: that is what I mean. I am not trying to 
imply they do not work hard in these Departments. They do. There 
is no question about that; but what I am getting at is whether or not 
we have a man on it who has made his livi ing working in a plant, or 
who has made his living as an industri: alist, or made his livi ing as a 
farmer. Now, we have to have these career men down here, but there 
is quite a difference between these career men here in Washington and 
the men who have actually strived back on the home front. 

I would like to know whether any of them had actually worked in 
plants. I mean by that, whether they have made their living in pl: nts 
as workmen, and whether any of them had made their living as in- 
dustrialists,.or whether any of them had made their living as farmers. 

Mr. Brown. I think very few of them, Senator. 

Senator Mrrz11n. Have any outstanding representatives of labor 
been appointed ? 

Mr. Brown. No, sir. 

Senator Miniikin. They are all from the Government ? 

Mr. Brown. They are all Government servants, specializing in this 
field. 

Senator Mrrzix1xn. Who makes the selection of those negotiators 

Senator Kerr. Does each Department select its own represent: itives ? 

Mr. Brown. Every Department selects its own representatives on 
the Trade Agreements Committee and the negotiating teams. 
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Senator Miuurkin. But there must be some order to it. Is each 
Department assigned a certain number to appoint? Who makes the 
decision as to the number that should be appointed from each Depart- 
ment ¢ 

Mr. Brown. It is made by the Trade Agreements Committee, which 
is representative of all of the Departments responsible. 

Senator Miniixry. And the Secretary of State acts for the In- 
terdepartmental Committee ? 

Mr. Brown. In what way, sir? 

Senator Miniixry. The law says he is the head of the Interdepart- 
mental Committee; is he not? 

Mr. Brown. He is the head in the sense that he is the chairman 
of the committee, but the committee makes its own decisions. 

Senator Mruyrkin. But who makes these selections / 

Mr. Brown. The committee does. 

Senator Mitzix1n. The committee sits around a table, and the Sec- 
retary of Agriculture and the Secretary of Defense pick these men? 

Mr. Brown. The committee asks the Defense representatives to 
send, let us say, two people to represent them, and it agrees on how 
man people who are agricultural specialists should be necessary, and 
how many people in other lines would be necessary, and then asks 
the appropriate agency to provide those people. 

Senator Minzikin. May we have a list ¢ 

Mr. Brown, As far as the negotiating teams are concerned, they 
are commonly composed of a State Department representative, a 
Commerce Department representative, and a Tariff Commission rep- 
resentative. 

Senator Mirir«ry. I did not get all of your last statement. I am 
sorry. Starting with “as far as.” 

Mr. Brown. As far as the negotiating teams are concerned, they 
are usually composed of a representative of the State Department, the 
Commerce Department, and the Tariff Commission, and then they 
have assistants from Agriculture and other agencies, as they may need 
them in connection with particular products. 

Senator Mruiki. Who finally approves the lists as thus gathered 
during the formal process ? 

Mr. Brown. Bringing the list together and making the arrange- 
ments and everything is in the Conference Department of the De- 
partment of State. 

Senator Minuikiyx. The Conference Department of the Department 
of State? 

Mr. Brown. Yes, sir. They ask for the budget and provide all the 
arrangements. 

Senator Mititikin. Would you mind supplying us with lists of the 
men at Torquay according to their selection by Departments ¢ 

Mr. Brown. I believe that is clear in the list I gave you, Senator. 

Senator MitxiK1n. Is that clear? 

Mr. Brown. Yes. 

Senator Minirkr. Thank you very much. 

Now, who appoints the panels on the Committee for Recipro« ity 
Information ¢ 

Mr. Brown. The panels include representatives of all of the agen- 
cies that are on the Trade Agreements Committee. 

Senator Mitti«in. How are they picked / 
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Mr. Brown. By the agencies. Each agency picks the man it wishes 
to be represented by. 

Senator MiturK1n. Will you submit to us lists showing their selec- 
tions in connection with the hearings they held in preparation for 
Torquay ? 

Mr. Brown. I would be very glad to, sir. 

Senator Miniikin. Department by department. Roughly, are 
there about an equal number from each department ? 

Mr. Brown. There is normally one man from each department. 

Senator Minurkin. One man from each department ? 

Mr. Brown. Yes, sir; and a point is made if there is more than one 
panel, as there has been recently, to have at least one member of the 
‘Trade Agreements Committee sitting on each panel, so that there 
will always be in the Trade Agreements Committee at least one per- 
son who has heard all of the witnesses directly. 

Senator Mitiikix. And who composes the Interdepartmental Com- 
mittee ¢ 

Mr. Brown. That is composed of the Cabinet officers or representa- 
tives of the Cabinet officers. 

Senator Minttiktn: Primarily of Cabinet officers, and they appoint 
their representatives, do they not? 

Mr. Brown. Yes. 

Senator Minir«kr. Obviously the President appoints a Cabinet 
officer, and the Cabinet officers who are members of this Interdepart- 
mental Committee appoint their own substitutes. Is that correct? 

Mr. Brown. That is correct. 

Senator Miurzixrtn. The other day I think you made a slip of the 
tongue. You said you were representing all of the Government agen- 
cies that are involved in this problem. You did not mean to say you 
were representing the Tariff Commission, did you? 

Mr. Brown. No, sir. 

Senator Miniikiy. I thought you would want to make that excep- 
tion. So that the substitute members of the Trade Agreements Com- 
mittee are responsible to their superiors, and their superiors are in turn 
responsible to the President. Is that the hierarchy ¢ 

Mr. Brown. That is correct. 

Senator MitirKin. Is there any liaison between any of these com- 
mittees—the country committees, the negotiating teams, the substi- 
tutes for members of the Cabinet, and the Cabinet members, with the 
Congress, in connection with this subject ? 4 

Mr. Brown. No, sir; except through these hearings. 

Senator Kerr. You would not say that these hearings are entirely 
without significance in that regard? 

Mr. Brown. We consider them very important, Senator, because 
it is here that we render our accounts to the Congress. 

Senator Mitirkin. Where do you render your accounts? 

Mr. Brown. We make our report every time we come up and ask 
for our renewal of the statute. 

Senator MinirKk1n. But there is no current liaison between the Con- 
gress and any of these groups that I have mentioned on their current 
progress with the problems. Is that correct? 

Mr. Brown. Except to this extent, Senator Millikin, that I got a 
great many inquiries from Members of Congress about individual 
situations and the bearing out of the Trade Agreements Act and its 
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administration. I think the Members of Congress show a great deal 
of interest in what we are doing, but we do spend a great deal of 
time, Senator Millikin, both by correspondence and when a Member 
of Congress wishes it, in coming to see him to give him information 
about the problems that they have raised; and, in that respect there 
is an almost continuous liaison with individual Members of Congress 
on individual problems. 

Senator Miri. That is an off-the-cuff procedure and happens 
when it does. Is that correct? 

Mr. Brown. When the Member of Congress requests it, it happens. 

Senator Miuurkrn. Yes. There is no organized liaison between the 
country committees, negotiating teams, the Interdepartmental Com- 
mittee and the Committee? 

Mr. Brown. No, sir. 

Senator Kerr. You would be glad to have such a congressional 
directive, I presume? 

Senator Mitzi. Oh, Senator. 

Senator Kerr. Let me ask you another way. You would be willing 
to have such if Congress so provided in its legislative enactment ? 

Mr. Brown. That would be a very interesting thing to try to work 
out. I think it would be pretty hard to draft. 

Senator Kerr. If they were successful in drafting it and so pro- 
vided, you would be willing to acquiesce in it? 

Mr. Brown. We would have to. 

Senator Miiurkrn. It is a very penetrating question. I would like 
to have a straight-out answer from the witness. 

Mr. Brown. I cannot answer that question yes or no. Senator, 
it would all depend on how the thing is set up and whether it could 
be workable or not. 

Senator Minin. I think it is perfectly obvious there would be 
a gross inconsistency between your refusal to bring information such 
as the minute books of the Interdepartmental Committee and what 
is going on at Torquay, before this Committee which has legal juris- 
diction over the whole subject matter and is the part of the ‘Congress 
from which you derive your authority and then at the same time have 
an orderly organized liaison between negotiators and the Interde- 
partmental Committee and the panels who are picked for the Commit- 
tee on Reciprocity Information, and so forth and soon? But I would 
like to have Mr. Brown say that he would favor that. 

Senator Kerr. I did not ask him that. I asked him if he would be 
willing. I frankly think if it worked out Congress would probably 
become as dissatisfied with it as the witness probably could, but I 
still feel there probably should be an affirmative response to the ques- 
tion, would they be willing if Congress so provided. 

Senator Mriirkrn. I would like to have not only an answer to that, 
but I would like to have an answer if Mr. Brown would favor it. 

Mr. Brown. I think it would be extremely difficult, Senator, to 
work out any arrangement in which individual tariff rates were the 
subject of consultation. Extremely difficult. 

Senator Miturxrn. Do you think you would favor it? 

Mr. Brown. I think it just would not work, and therefore would 
not favor it. 

Senator Minzixrn. You would not favor it because it would not 
work. 
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Senator Marrry. Mr. Brown, I have been a part of meetings of 
laboring men, owners of plants, and Members of the Senate and House 
where we would get around the table and discuss certain of these 
things. Do you not believe a group like that could give you a lot of 
valuable information ? 

Mr. Brown. I do not think what the group would add, Senator, to 
what we get in other ways would in any way be as great as the diflicul- 
ties that would be caused. 

Senator Martin. There you have the representatives of the people 
in the Congress, you have the men who work in the plants and earn 
their living there, and you have the men who make the profits for 
the stockholders. I do not know where you could get a group that 
would be more concerned and more desirous of giving you the proper 
information. I have sat down here several times with pretty large 
groups Where we spend the whole evening—labor and management 
together—in the most harmonious situation, and where we have been 
discussing as to how certain industries could survive in the future 
and we could not see how they could unless we had some tariff help. 
It would seem to me groups like that ought to be helpful to you. 

Mr. Brown. I can only say, Senator, I am afraid it would be an 
extremely difficult thing to work out and I just do not see how the 
subject of individual tariff rates could be handled in that manner. 
One of the basic ideas underlying the act has, I think, been the ques- 
tion of delegating, within limits, the work on tariff rates to the Execu- 
tive, and that was done for reasons that the Congress found per- 
suasive. I do not see how you could work that out without getting 
the tariff rate-making process back in Congress. I think you would 
have to make a choice as to whether Congress wishes to take back to 
itself the tariff-making process which, of course, it could do at any 
moment, or whether it wishes to delegate that to the Executive. 

Senator Minin. I think you have ‘described it in exe essively sharp 
contrast. For example, we have a resolution before the Senate now 
which requires consultations between the executive department and 
the Committees on Foreign Affairs and Armed Services. That does 
not mean that the Congress is intruding on the constitutional powers 
of the President. It is intended, I assume, to bring the two together 
in closer cooperation. That does not at all mean that the Congress 
is going to take over every detail of strategic and technical military 
operations. 

In other words, there a point has been found that falls far short of 
the extremes in the case to which I have referred. I suggest you are 
picking on an extreme, rather than dealing directly with the question 

of some liaison between the Congress and the Department of State. 

Mr. Brown. I am picking on “the extreme because in the nature of 
the case what you are dealing with in dealing with the tariff is pre- 

cisely the matter of detail. 

Senator Miuurkin. The matter of what? 

Mr. Brown. The matter of detail; and it is the figure of “X” per- 
cent or “Y” percent, or what have you, that is involved. 

You said in this that you thought I was too extreme because it was 

a choice of bringing Congress into the detail or leaving it all to the 
Executive. I think when you get to dealing with individual tariff 
rates you are getting down to it, and the only way you can deal with 
them is in the actual detail of the particular situation. 
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Senator Mriiix1. But you have a vast field concerned with that 
exact detail. For example, you have the question of whether a vehicle 
like GATT should be entered into. You have many questions affect- 
ing the terms of GATT, and things of that kind, where Congress might 
have a very direct interest aside from detailed concessions. 

Mr. Brown. On that there would be very much less difliculty, Sen- 
ator. 

Senator Miiurkin. It would be what? 

Mr. Brown. I thought you were referring to the rate situation. 
On that kind of thing ‘T think it would be quite a different situation. 

Senator Miniikin. You see, had there been some ‘thing of that kind, 
we would probably not have had these years of debate and conflict over 
iTO and over GATT. 

Mr. Brown. In that area I should think it would certainly be pos- 
sible to work out some kind of consultation and 

Senator Kerr. And liaison. 

Mr. Brown. I for one would welcome it, speaking for myself per- 
sonally, as I must, because it is a new idea suggested today. 

Senator Martin. Mr. Chairman, if I might, may I ask, you do not 
feel that Congress intended to give a complete power of attorney with- 
out any possible review, or without any possible accounting, do you? 

Mr. Brown. No, sir. Congress did not. Congress set the limit on 
what the President can do in terms of changing the tariff rates and 
gave him the power for only a limited period. 

Senator Kerr. And retained the power to change anything he had 
done any time they wanted to. 

Mr. Brown. Yes, sir. 

Senator Martin. There was quite an able speech that was referred 
to here the other day—and unfortunately only a couple of the mem- 
bers were preserit—which was made by Mr. Peck, who was former 
Solicitor General of the United States, when he said he doubted very 
much whether Congress had even the authority to delegate this au- 
thority. I have been giving a lot of consideration to whether or not 
to put that speech into the record, so that we would all have a copy 
of it, but it is a little long, although it is a very able presentation as 
to whether or not they h: id the constitutional right to do it. 

Senator Kerr. I assure you, Senator, that the speech is brief com- 
pared to many things that have been put into the record. 

Senator Martin. I know, but I hate to impose on the record too 
much. 

(The speech referred to follows :) 





SHOULD THE Power To TAx BE VESTED IN THE PRESIDENT? 


(Speech of Hon. James M. Beck, of Pennsylvania, in the House of Representa- 
tives, March 24, 1934) 


Mr. Beck. Mr. Chairman, the consent just given me to revise and extend my 
remarks will relieve me of the necessity of making, as I had hoped to do, an 
argument at some length and in some detail as to whether there is any constitu- 
tional power in the Congress to transfer its taxing power to the President. I 
had indulged the hope that I would have that opportunity, but for several reasons, 
including permission to extend, I shall not at this late hour Saturday afternoon 
thus impose upon my indulgent colleagues. In the first place, the time now 
allotted to me for such an argument is too short, and I would be like the old 
farmer in New York State who entered his farm nag in the Saratoga races. 
‘When his horse came in last he was asked to explain his poor showing. He 
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replied that “the course was too long and the time was too short.” [Laughter.] 

That is true of the length and breadth of a subject as great as the fundamental 
question of taxation, and it is also peculiarly applicable to the time allotted to me. 

In the second place, the gentleman from Massachusetts |Mr. Treadway], 
although not a lawyer, has made such an admirable argument against the con- 
stitutionality of this measure that I am afraid that if I attempted to argue long 
the same lines I would simply be repeating that which he said with greater 
deliberation, and presumably, therefore, with greater precision. 

But the third reason is the consciousness that has been borne upon me ever 
since my service in the House of Representatives as to the futility of any argu- 
ment as to the constitutional powers of Congress or as to the sanctity of the 
Constitution itself, so far as voting is concerned. I do not doubt that many 
Members of this House do take what is an academic and sentimental interest 
in the Constitution as it came from the master architects of our Government, 
but, as far as affecting a single vote is concerned, I have yet to discover that any 
effort of mine or any effort of any other Member of the House has ever changed 
a vote in respect to a question, where the doubt was purely that of constitutional 
power. 

In this connection I am reminded of the facility with which changes of opinion 
can take place in matters of constitutional powers, although they concern the 
oath that we all take when we come into this House to defend and protect the 
Constitution of the United States. 

Today an extraordinary change has taken place on the Democratic side of the 
aisle, to which already the gentleman from California [Mr. Evans] has made 
extended and most effective reference. I refer to it again because it brings to 
my mind an experience—I will not say of some bitterness, because it is more 
amusing than otherwise. In 1929 a far more defensible proposition was under 
consideration of this House to vest such a power in the President upon advice of 
the Tariff Commission, a legislative auxiliary of Congress in the function of 
imposing taxes. When that proposition was made in 1929 I recall the vigorous 
attack that was made by the entire Democratic side of that Congress against this 
lesser and more defensible proposition, which it regarded as subversive of our 
institutions. I was so impressed with the arguments then made by the distin- 
guished chairman of the Committee on Ways and Means | Mr. Doughton] and by 
the gentleman from Alabama [Mr. Bankhead], who closed the debate, and by our 
former colleague, Mr. Crisp of Georgia, and by the Democratic floor leader, Mr. 
Garner, that I concluded that the Democratic view was right, and, somewhat, 
to the consternation of my Republican colleagues and possibly to the surprise of 
my constituency, I made a speech on May 22, 1929, in which I supported the 
Democratic view. Now I am left alone, like a deserted and forlorn bride on the 
church steps. [Laughter.| I stand today, where I stood then, in defense of the 
constitutional prerogatives of Congress. The Democratic Party has deserted 
me. Why did they then strain at a gnat, now to swallow a camel? You will 
remember Lady Teazle said to her would-be seducer, “It may be well to leave 
honor out of the question.” So in this matter the Democratic Members of this 
House must leave consistency out of the question. [Laughter.] I appreciate 
we cannot always be consistent for we are all in the swift current of events which 
may be likened to the River Mississippi in a period of a spring freshet, where the 
muddy stream is overflowing the boundaries of the river and pours on to some 
unknown destination in muddy swirls and eddies. 

I quite appreciate, therefore, that under the tremendous impact of this eco- 
nomic depression it may be no impeachment either of the sincerity or patriotism 
of the Democratic Members of the House that they are today taking a precisely 
opposite position to the one which they took in the preceding Congress, when a 
far more defensible proposition was under consideration. However, they could 
be at least more modest in advocating today what they attacked in 1929 and less 
enthusiastic in surrendering the prerogatives of Congress. Of course, it only goes 
to prove that the age of miracles has not passed [laughter]; because, while it 
was a miracle when Paul went to Damascus and was stricken with a strange light 
and forthwith he, the persecutor of the brethren, became their foremost apostle, 
is not the collective conversion of the Democratic side of this House, which we 
are now witnessing, a greater miracle? 

There is another reason why I have done the House the great kindness of not 
making the argument as to constitutionality that I had in mind, but am contenting 
myself with some more general observations. We are living in strange times, 
when one can no longer with any confidence make predictions as to what the 
Supreme Court will do. I am confident that the Supreme Court, if it adhered to 
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its decisions of many years, could not find any justification in the Constitution 
for the complete and absolute transfer of the taxing power upon imports from 
the Congress, where the Constitution placed it, to the Executive; but I say we 
are living in extraordinary times, when not merely Congress and the Executive 
are floating down this swollen and seemingly irresistible stream of events, to 
which I referred, but even the Supreme Court seems to be finding difficulty in 
resisting the fearful current of a world catastrophe. 

Until a month ago it had been the settled rule of that Court, recognized in many 
decisions—a perfect beadroll of authority—that there was a clear distinction 
between a natural monopoly that was impressed with a public use, and the 
ordinary avocations of men. As to the former it was within the legislative 
power, notwithstanding the fourteenth amendment, to regulate the rates that 
could be charged by these natural monopolies ; but as to the latter, as to the larger 
number of men who deal in the necessities of life, like milk, bread, coal, wheat, 
or cotton, the Court had for a half century consistently held that there was no 
power, in view of the prohibition of the fourteenth amendment, in a State, to 
determine at what price an individual could sell his product. 

When a month ago the Supreme Court of the United States, in the so-called 
New York Milk Case, calmly discarded its decisions of 50 years, and did not even 
pay to those decisions the ceremonious respect of a funeral oration, it laid down 
the principle that not only in respect of natural monopolies, but in respect of all 
the products of human labor the State has a power to determine the price at 
which a man shall sell. I regard that decision as astounding and disconcerting 
as any decision since the Dred Scott decision. The latter abrogated a political 
settlement of over 30 years; the former discarded decisions of a half century, and 
virtually expunged the fourteenth amendment from the Constitution for most 
practical or conceivable purposes. ‘Therefore I would not risk the little reputa- 
tion I may have in this House as @ prophet by denying the possibility that this 
great Court might not, as a concession to the times, accept this law, if it should 
arise in a litigated case. 

Does our responsibility end with the assumption that the Supreme Court 
might, especially if it were called upon to decide the constitutionality of this 
law under the present abnormal conditions, sustain the law? Does our respon- 
sibility then end? 

There are two great fields of constitutional law. In one of them the Congress 
has primary responsibility, but the Supreme Court has the ultimate and final 
decision. Those are the constitutional questions that are said to be justiciable; 
and therefor, when such a question comes before the Court in a litigated case, 
the Court can only compare the statute with the Constitution, if the statute 
conflicts therewith, declare it invalid. , 

But the one thing that we often ignore, not only in this House but in all public 
discussions, is that outside of the field of purely juridicial constitutional law 
there is a vast field of governmental action, in which the most important con- 
stitutional questions can be raised, and in this field of power the Congress has not 
only the primary but is the nitimate and exclusive authority, and the Supreme 
Court is incompetent to act. I refer to the field of what are called political or 
nonjusticiable questions. For example, it is undoubtedly true that when Congress 
was given the power to make appropriations to enable the Executive to function, 
that the constitutional duty was put upon the Congress to pass the appropriations ; 
but if Congress refused to do so, the question would be nonjusticiable, because 
fulfillment of that duty rests in the conscience of the Congress and could not 

possibly be the subjec: of a judicial decision. The only appeal is to the people. 

Assume that the Supreme Court would accept an absolute delegation of the 
taxing power to the Executive to be exercised by the President in the form of a 
treaty without the consent of the Senate—and in ordinary times it never 
would—yet it does not alter the fact that upon the Members of this House is 
the responsibility, under our solemn oath of office, to determine in the light of 
the Constitution and according to the basic principles of English-speaking liberty, 
of which the Constitution is but one expression, whether we are prepared to turn 
our backs upon 500 years of struggles for liberty by the English-speaking race 
and vest an absolute power of taxation in respect to imports in the Executive. 
This question was the origin of the British Parliament, well and properly known 
as the Mother of Parliaments. Parliament came into existence because the 
English people were not content that the Crown could impose any tax without 
the consent of the representatives of the people. And that struggle has gone 
on from the time of the Plantagenets down to King George V, because in the 
last crisis in English history, involving the attempt of the House of Lords to 
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reject a budget that had been passed by the House of Commons, Prime Minister 
Asquith advised the King that if necessary the King must appoint enough peers 
to give a liberal majority in the House of Lords to sustain the right of the House 
of Commons to impose taxes; and, ultimately, as you know, the crisis was solved 
without such an extraordinary act on the part of the King; and it was solved 
by the reaffirmation of the principle, that a money bill must be the subject of 
action by the House of Commons and could not be transferred or vested in 
any other body. 

Go back to our own Revolution, which made us a Nation. We did not object 
to regulations of commerce by Great Britain. We did object to the attempt to 
tax us by legislative assemblies in which we had no representatives; and it 
was for that principle that we fought seven long years; for that the agonies of 
Valley Forge were endured, and the crowning triumph of Yorktown was gained. 
Yet, now, in a moment of hysteria, for that is what it is, in an economic crisis— 
undoubtedly grave, but not so grave as the crisis of which the Constitution was 
horn—not so grave as other crises in American history in which the industries of 
this country were far more prostrated, we are prepared to abandon a basic rule of 
taxation and also a fundamental principle of our Constitution that no treaty, that 
shall bind the faith and credit of the United States to a course of action with 
another government, shall be valid unless it have the concurrence of two-thirds 
of the Senate. 

We are thus confronted with the possibility of a double violation of the 
Constitution. 

Please remember that there is no question about the President’s power to 
negotiate all the trade treaties he wants, because his power of negotiation is 
as surely vested in him as is the power that Congress exercises to impose taxes, 
but when he negotiates, and he can negotiate with any nation for reciprcoal 
exchange of imports and of duties upon imports, he must return it to the Senate 
for its approval, and if it involves changes in taxation it must be returned to 
the House, because the power to originate any tax is the ancient privilege of 
the House of Representatives and the final power to impose the tax, whether in 
accord with a trade agreement or not, is the greatest of all prerogatives of 
Congress itself. Therefore, there is no objection to the President, if he feels 
he can improve our economic situation, to making a tariff treaty with Germany, 
with France, or any other nation, but we do object to the Presidents’ having 
the final authority without submitting it to the Congress of the United States 
and to that body of the Congress which has the peculiar right to say when we 
shall commit ourselves to binding agreements with other governments in matters 
of legislative policy. 

I know there are many trade agreement that do not require either the action 
of the Senate or the action of the Congress, because they are of a peculiarly 
executive character. And there is the line of distinction. You may have an 
agreement that if such-and-such country will provide certain facilities for the 
entrance of our vessels we will do the same thing in our ports of entry, or any 
other method of commercial comity between nations, but when an act essentially 
legislative is involved—and the highest of all legislative powers is the power to 
impose a tax—you cannot destroy the right of the Senate to coneur and the 
right of the Congress to impose the tax stipulated by calling it a trade agree- 
ment, because this would be merely juggling words and would not answer the 
quite obvious intention of the Constitution. 

There is no room in the American system for one-man power, and this was 
decided at a time when we had a leader who could, if anyone, have claimed one- 
man power, although he never did—that man of incomparable virtue, probity, 
and sagacity, the first President of the United States—but it was not proposed 
to give any such power to the President of the United States, even though he 
were George Washington. ‘Therefore all legislative power was vested in a 
Congress by the Constitution. 

The executive power was vested in a President, and the Executive was to be 
limited in his negotiations and conduct of foreign relations by the provision 
that not merely a majority of the Senate but two-thirds of the Senate must 
concur before the freedom and independence of this country was compromised, 
because every treaty in a measure compromises the independent action of a 
country. I do not mean that this ought not to be so. I simply say if I agree 
With another man I will do a thing, as a man or honor, I have limited my own 

independence of action by the obligation of my promise, and so a nation limits 
its independence when it agrees in a treaty that it will take a certain course of 
action. Therefore the framers of the Constitution were not willing, unless two- 
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thirds of the Senate concurred, that there should be any commitment of this 
country to a future course of action with any nation. They made no exception 
in the matter of taxes. The commitment was just as applicable as to what 
duties should be imposed with reference to taxes as upon any other subject. 

Mr. WooprurFr. Will the gentleman yield? 

Mr. Beck. Yes; certainly. 

Mr. Wooprurr. I think before the gentleman takes his seat he should explain 
to the House the difference between a so-called trade agreement between nations 
and a treaty between nations, because, after all, any agreement between nations 
seems to me to be a treaty. If there is a difference, I hope the gentleman will 
give the House the benefit of his views on the question. 

Mr. Beck. I have tried to do so in what I have already said by stating that 
whether the treaty or the trade agreement is one that must go to the Senate 
depends upon whether it relates to matter that the Constitution has committed 
to the executive branch of the Government; but when it refers to matter that 
requires action of a legislative character, it does not matter how you label it. 
Our State Department is the organ of our foreign affairs and can make many 
agreements with foreign countries of an executive character that do not require 
the concurrence of the Senate, but when you come to examine them, you find 
they are all parts of the executive function in seeing that the laws are faithfully 
administered and in the conduct of our relations with foreign countries. 

Let us stand by the Government of the fathers and trust to the composite 
patriotism and intelligence of the Congress of the United States. It may err, 
it often does. It may be inefficient, it often is inefficient ; but its wisdom is better 
than the wisdom of any one man and we will find it out sooner or later. 
[ Applause. ] 

Mr. DouGHTON. The gentleman is learned in the Constitution, able and adroit 
in debate, but it appears to me that the gentleman strains the point by using 
the term with respect to this bill “imposing taxes.” What is there in this bill 
that authorizes the President to impose any new taxes? He may raise or lower 
the present tax, as he can under section 336 of the present law, but he cannot 
impose any tax, and the gentleman has used that term more than once. 

Mr. Beck. I used it because, if you will look through form to substance, that 
is the effect. When the Congress says that the tax shall be 3 cents a pound on 
sugar and then gives to the President, whether under the old Tariff Commission 
or without the Tariff Commission, as this law provides the power either to 
increase that to 4% cents a pound or to decrease it to 114 cents a pound, 
then this has happened: Congress has only nominated a tax, the President has 
ultimately determined its real amount, and if he increases the tax to 4% cents 
per pound, he has imposed a tax to the extent of 1% cents a pound. 

Mr. DovuGuton. I know the distinguished gentleman can differentiate between 
increasing or lowering a tax and imposing a tax. I know the gentleman can 
distinguish between the two propositions. We all understand what is meant by 
increasing or decreasing a tax, but the gentleman used the words “imposing ¢ 
tax”’ and used them more than once, and I maintan that in this bill there is 
ho power given to the President to impose a tax. 

Mr. Beck. If the President does not impose a tax after he has made his agree- 
ment with foreign nations, who does? 

These changes in our form of Government, whereby the Executive Office is 
immensely expanded and the powers of Congress, as the great council of the 
Republic, are sensibly diminished, give me great concern. They are the results 
of a subtle change in our Government, which has been in progress in the last 
50 years and which has been immeasurably accelerated in the last 12 months. 

In 1887, 3 years after I was admitted to the historic bar of Philadelphia, that 
city held a great celebration, and with its characteristic hospitality was the 
host of the Nation. It was the centennial celebration of the adoption of the 
Constitution of the United States. 

For a whole week Philadelphia was en fete. 

September 17, 1887, is an imperishable memory with me. On that day many 
thousands gathered in front of Independence Hall to celebrate the exact 
hundredth anniversary of that day in Philadelphia when the weary members 
of the convention, having exhausted the possibilities of compromise, reluctantly 
signed their names to the great document and submitted it to the people for 
their decision. 

President Cleveland, ex-President Hayes, and all the members of the Supreme 
Court were present, together with many Members of the United States Senate 
and House of Representatives, and other able dignitaries, prelates, educators, 
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and publicists from all parts of the country. President Cleveland delivered a 
memorable address, and then Mr. Justiee Miller, of the Supreme Court, de- 
livered the formal oration. 

I have recently glanced through the two ponderous volumes edited by Hamp- 
ton L. Carson, of the proceedings of that notable celebration, which lasted for 
the greater part of a week. That which greatly impressed me was the fact 
that there was then nothing but the most unbounded optimism, not merely as 
to the surpassing merit of the Constitution, which seemed to them a flawless 
masterpiece, but also as to its assured permanence. Mr. Gadstone’s oft-quoted 
tribute on that occasion was the verdict of all there present, and all seemingly 
felt that the troubles of the Constitution had now been happily adjusted, that 
the pendulum that had at first swung to a rigid construction and later to a liberal 
construction, had now reached the point of stabilization, and that in the future 
there was nothing for the Constitution except smooth seas and cloudless skies, 

Dr. Oliver Wendell Holmes wrote a poem whose refrain was— 


“While the stars in heaven shall burn, 
While the ocean tides return, 

Ever shall the circling sun 

Find the Many still are One.” 


And this proud, but somewhat magniloquent boast was echoed in a new national 
hymn, written by F. Marion Crawford, whose refrain, chanted by a thousand 
voices, of which I was one, was— 


“Thy sun is risen, and shall not set 
Upon thy day divine! 

Ages of unborn ages yet, 
America, are thine!” 


Few there present ever dreamed that the power of taxation—the most poten- 
tially destructive of all powers—would one day be vested to a large extent in 
the Executive. 

Two minor notes alone were then sounded. At the banquet given to the 
Supreme Court of the United States by the bar of Philadelphia, the chief justice 
of Pennsylvania, addressing himself to the Chief Justice of the United States, 
appealed to the latter to preserve, by judicial decision, the boundary which the 
Constitution had prescribed between the powers of the Federal Government and 
those of the States. He said: 

“Mr. Chief Justice, you and your distinguished colleagues, with whose com- 
pany we are honored today, have it in your power to do very much toward pre- 
serving intact the line of distinction between the Federal and State courts as 
marked out and defined by our fathers. You are the conservative element of the 
Government. The lofty tableland upon which you stand is far above the atmos- 
phere engendered by politics. The waves of popular clamor break harmlessly 
at your feet. The Supreme Court of the United States is the central sun of 
our judicial system. Your permanent position and conservative surroundings 
eminently fit you to preserve the nice distinctions of the Constitution. There 
has never been, and I trust there never will be, a serious conflict between the 
Federal and the State courts. It can best be prevented in the future by pre- 
serving the line that has always existed between them, and by rendering unto 
Caesar the things only which belong to Caesar.” 

In this appeal to Chief Justice Waite, the chief justice of Pennsylvania was 
evidently under the illusion that the Supreme Court of the United States could 
effectually preserve the Constitution of the United States in a nation which was 
essentially democratic in spirit. 

I think the two great illusions of American history are the rooted ideas that 
the Constitution with its nicely prescribed boundaries of power could long limit 
the vagaries of democracy, and that the Supreme Court could effectively keep 
the American people within these prescribed boundaries of power. Nearly 
2,000 years ago Aristotle had taught us that if a constitution conflicts with the 
ethos or genius of the people, it is the constitution that is broken in the conflict, 
and no better illustration can be given of this truth of the great Greek 
philosopher than the fate of the eighteenth amendment. 

It is not less an illusion to suppose that the nine justices of the Supreme 
Court can enforce the Constitution. In this period of rapid change, one can 
say of this august tribunal, in the words of Omar Khayyam: 


“Lift not thy hands to it for help—for it 
Rolls impotently on as thou or I.” 
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The reason for this is obvious. The Supreme Court cannot even interpret 
the Constitution unless there comes before it a litigated case, and many uncon- 
stitutional laws are passed by Congress which never give rise to a litigated case. 

In the second place, there are many questions of interpretation which involve 
questions of a political or nonjusticiable character. 

In the third place, the powers of the Federal Government are given for specific 
purposes and cannot, theoretically, be used for any other purpose; but if Con- 
gress uses such a power to accomplish an end that is within the reserved powers 
of the States, how can the Supreme Court determine the motives which prompted 
the legislation? That Court has not yet finally answered that question. 

Apart from these three main considerations, the Supreme Court is not, and 
never was, a wholly independent body. It does not remain proudly in its seat of 
justice, as did the old senators of Rome, when the Goths and Vandals invaded 
the Imperial City. The Court is a very human institution; and while it is not 
true, as Mr. Dooley suggested, that it “follows the election returns,” yet it 
cannot be indifferent to the deep currents of social changes, nor can it even be 
wholly deaf to the rumblings of popular discontent. 

Undoubtedly the Court has done much to preserve the Federal Government 
from attempts of the States to invade the Federal sphere of power, but it has 
been largely ineffective in defending the States from the encroachments of the 
Federal Government. The proof of what I say, which may seem to many of 
you heretical, is the fact that while Congress, from the beginning, has passed 
thousands of laws for which it had no perceptible grant of power, the Supreme 
Court has only invalidated about 50 Federal statutes in all its history. 

Recurring again to the constitutional celebration of 1887, at a dinner given 
by the learned societies of Philadelphia to the distinguished guests of the city, 
a more pointed speech was made by Charles Francis Adams, of Massachusetts, 
He, alone, pointedly warned those assembled that the centripetal influences of a 
mechanical civilization were fast destroying the constitutional equilibrium of 
our dual Government, and he added: 

“From the very beginning there have been two views of the Constitution— 
the liberal view and the strict view. In the first Cabinet of Washington, Hamil- 
ton represented one side of the great debate, which has gone on from that day 
to this, and Jefferson the other. Both parties to this debate have, I submit, been 
for a part of the time right; both have been for a part of the time wrong. The 
unexpected occurred—steam and electricity have in these days converted each 
thoughtful Hamiltonian into a believer in the construction theories of Jefferson ; 
while, nonetheless, events have at the same time conclusively shown that in 
his own day Jefferson was wrong and Hamilton was right. * * * It is from 
the other side of the circle that danger is now to be anticipated ; everything today 
centralizes itself; gravitation is the law. The centripetal force, unaided by 
government, working only through scientific sinews and nerves of steel and steam 
and lightning—this centripetal force is daily overcoming all centrifugal action. 
The ultimate result can by thoughtful men no longer be ignored. Jefferson is 
right, and Hamilton is wrong.” 

As we look back upon that celebration in a cloudy vista of 47 years, it is clear 
that only Charles Francis Adams showed any clear foresight as to the future. 
This is not said by way of reflection, for the greatest political thinker of the 
nineteenth century, Prince Bismarck, once said that the wisest statesman could 
not see 5 years in advance, and on another occasion he said that no statesman 
can ever tell what cards fate holds in its hands. 

This is strikingly shown by the celebration to which I am referring. Its 
undiscriminating optimism showed no appreciation of the fact that the Consti- 
tution in 1887 was about to enter into a phase of development which would con- 
vert within a half century our federation of States into a unitary socialistic 
State. 

The ancient boundaries of power were soon to be obliterated and the basic 
ideals of the framers of the Constitution were, less than a half century later, to 
be flouted as obsolete. In its practical operations government is more concerned 
with trade and industry than with any other phase of life, and it is noteworthy 
that when the centennial celebration took place in 1887, Congress for a century 
had never attempted to exercise affirmatively any power over interstate com- 
merce by regulating statutes. The operations of the commerce clause were re- 
strictive upon State legislation and purely negative. 

The number of cases which arose under the commerce clause up to 1860 were 
only 20. Thirty years later there were 148, and since then the number has 
been so multiplied that most constitutional cases today arise either under the 
commerce clause or under the fifth or fourteenth amendments. 
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The beginning of the new era was the creation of the Interstate Commerce 
Commission on February 4, 1887. There were not wanting those who clearly 
foresaw the bureaucratic Frankenstein that Congress was about to create. For 
example Senator Morgan, of Alabama, said: 

“T admit all that has been said about the wrongs and injustice that people have 
suffered through the overbearing insolence and oppression of the railroad com 
panies, Their greed is destructive to the people and the governments from 
whom they derive their powers; but in finding a remedy for this evil I 
neither wish to find for the people a new master, remote from them and their 
influence, in the Congress of the United States, nor to place in the hands of that 
master a power over their trade and traflic more dangerous than the power of 
the railroad companies.” 

A few years after the creation of the Interstate Commerce Commission came 
the Department of Agriculture, and 3 years later came the passage of the Sher 
man antitrust law, and these three laws were only the prelude fo a continuing 
policy of bureaucratic regulation under which the Federal Government assumed 
control over the farm and factory and even the life of the individual. 

The mighty changes in our constitutional system which have taken place in 
the last half century have been effected principally in three ways 

The first has been the perversion of Federal powers to destroy the reserved 
rights of the States. This has been largely accomplished through the taxing 
power and the power over commerce. 

The second and more destructive method has been the abuse of the power of 
appropriation, and this has proved the most vulnerable tendon of our Achilles. 

Krom the beginning the Government, the Congress, from time to time, made 
appropriations for purposes that were not within the Federal field of power, but 
in most instances they were justified as purely philanthropic and humanitarian 
gifts. In the last half century our Federal bureaucracy has grown by leaps and 
bounds because Congress has realized that in appropriating money for non- 
Federal purposes they could assume an incidental right to supervise the uses of 
the money, and thus the Federal Government immensely expanded its opera- 
tions. For example, the Department of Agriculture can have no constitutional 
justification except insofar as interstate or foreign conveyance of agricultural 
commodities are concerned, but this stupendous Department, which now spends 
far more money each year than the whole Federal Government spent in 1887, 
supervises the conditions of the farm and the methods of production to such 
an extent that even the intimate personal life of the farmer is sought to be 
intluenced by its Bureau of Home Economics. 

In recent vears a third and more alarming doctrine has been introduced as a 
justification for Federal ursupation, and that is the doctrine of emergency. It 
was long ago said by Justice Field, in his dissenting opinion in the Legal Tender 
Cuses > 

“What was in 1862 called the ‘medicine of the Constitution’ has now become 
its daily bread. So it always happens that whenever a wrong principle of con 
duct, political or personal, is adopted on the plea of necessity, it will be after 
wards followed on a plea of convenience. * * * From the decision of the 
Court I see only evil likely to follow.” 

What he said seems especially applicable to the present doctrine of emergency. 
This doctrine was once characterized by the Supreme Court in the case of Ex 
parte Milligan as easily the most pernicious of constitutional heresies, but it now 
threatens to be so firmly embedded in our form of government that unless this 
Nation returns to the beaten tracks of the fathers, which at the moment seems 
improbable, it is within the power of the President, not merely to declare an 
emergency, but to create one, and having done so, to overturn our form of gov- 
ernment by claiming for the Federal Government all power deemed by the 
resident to be essential to end the emergency. This is not a prophecy; it is a 
present fact. 

It may yet prove to be the beginning of the end of our form of constitutional 
government, and this has come within 47 yvears after the American people in 
ISST celebrated the adoption of the great compact with such generous acclaim 
and unbounded optimism, and largely in the space of a short 12 months. If so, 
we no longer have except in form a written Constitution, and we now realize 
the pointed warning that Chief Justice Fuller gave in his great dissenting 
opinion in the Lottery Case, “It is with governments as with religions, the form 
often survives the substance of the faith.” 

What now is beginning to concern the thoughtful American is the future of 
that Constitution. Freely conceding that it never was and never could be rigid 
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and inelastic, is it to grow in wisdom or perish in folly? Are we today rising to 
greater heights of constitutionalism, or are we descending into that Avernus of 
destruction from which escape to the upper air is so difficult? 

We are passing through an economic crisis of exceptional gravity. It is not 
the worst economic crisis that our Republic has experienced. Indeed, the eco- 
nomic crisis which prevailed at the time the Constitution was formulated was 
far graver than the present one, for at that time the credit of the American 
Commonwealth had fallen so low that men derisively papered their houses with 
the worthless continental currency, and the bonds of the infant Republic sold at 
4 cents on the dollar. And yet these nation builders formulated the most Con- 
servative form of government in the world. 

It is not the gravity of the crisis which should give us concern as to the future 
of the Constitution but rather the present spirit of too many Americans. 

The Constituiton was based upon an individualistic state of society, and it has 
required considerable adaptation to make it work for what is now a collectivistic 
state. To this I assign the fact, which seems to me indubitable, that the Consti- 
tution for the last 50 years has been in process of slow demolition. Here an 
arch has fallen, there a pillar, and now it is the foundations themselves that are 
fast sinking, and if the present process of destruction proceeds, it is not unlikely 
that within the life of the present generation the whole structure will fall into 
cureless ruin. 

What is more significant is that the process of demolition is proceeding with 
accelerating speed. At first it was so sporadic and insidious that it was hardly 
noticed. A decade might elapse before another arch would fall, but as we view 
the momentous changes in the Constitution in the last 12 months, due to practical 
administration, judicial interpretation, and abdication by Congress of its powers 
and duties, the thoughtful man is beginning to appreciate that our form of 
covernment is not unlike the present ruins of the Coliseum, and the best that 
one can hope is that “while stands the Coliseum’’—the Constitution—even in its 
ruins, Rome—by which I mean the Union—will stand. 

It is a proof of Washington's extraordinary sagacity that in his Farewell 
Address he predicted that our form of government would not be overthrown 
from without but “undermined” from within; and if we divest our minds of illu- 
sions and face grim realities it can hardly be questioned that the Constitution 
in many of its basic features has been “undermined.” The warning of Charles 
Francis Adams has been fully justified by events. 

I have no doubt that if the Constitution were submitted tomorrow to the Amer 
ican people for readoption or rejection that the American people, by an over- 
whelming majority, would readopt it. But this would not be because of any 
knowledge of its text or its fundamental philosophy, but only because of respect 
for a historic landmark and a subconscious belief in the average man that it is 
the Constitution that in some way holds together a people who inhabit a vast 
continent and number over 120,000,000. To them the Constitution is the organic 
expression of the Union. The Union means the unity of the American people ; and 
the Union, it being the oldest name of the American Commonwealth, is very dear 
to all Americans. They realize that the Constitution means a political and 
economic unity for one of the most powerful races that the world has ever known 
and that as such it confers upon him as an American citizen a powerful prestige 
and immeasurable benefits, such as no other nation at the present time can afford 
its citizens. 

While. therefore, the Constitution would be readopted by an overwhelming 
vote as an entirety, and to a certain extent as an abstraction, yet this is not 
inconsistent with the fact that when the Consitution is attacked in detail by 
measures which are foreign to its nature and destructive of its purposes, the 
American people can only see the ponderables of the question and are quite 
satisfied that the Constitution in detail should be “undermined,” to use Wash 
ington’s phrase, if it means an immediate advantage to the people. 

Washington was so concerned as to the possibility of this spirit of pragmatism 
that he predicted, in a letter whitten to his friend and comrade in arms, 
Lafayette, shortly after the formation of the Constitution, that it would last— 
“So long as there shall remain any virtue in the body of the people.” 

He then continued: 

“T would not be misunderstood, my dear Marquis, to speak of consequences, 
which may be produced in the revolution of ages by corruption of morals, 
profligacy of manners, or listlessness in the preservation of the natural and 
unalienable rights of mankind, nor of the successful usurpations that may be 
established at such an unpropitious juncture upon the ruins of liberty, however, 
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providently guarded and secured, as these are contingencies against which no 
human prudence can effectually provide.” 

Nothwithstanding his eloquent reference to the rising sun, Franklin had the 
same gripping fear when he urged the members of the Convention to sign the 
Constitution. He said: 

“There is no form of government but what may be a blessing to the people if 
well administered, and I believe, further, that this Constitution is likely to be 
well administered for a course of years, and can only end in despotism as other 
forms have done before it, when the people shall become so corrupted as to need 
despotic government, being incapable of any other.” 

I draw your especial attention to the words of Washington, already quoted, 
when he warned that the destruction of the Constitution would result from “list 
lessness in the preservation of the natural and inalienable rights of mankind,” 
for he was there distinguishing between the ponderables of the problem, in whose 
pragmatic advantages the people chiefly feel concerned, and those great im- 
ponderables of liberty which are not for one age but for all time, and without 
which no nation can be truly free, whatever its nominal form of government is. 
He emphasized this in his poignantly pathetic Farewell Address when he said: 

“Toward the preservation of your Government and the permanency of your 
present happy state, it is requisite not only that you steadily discountenance 
irregular oppositions to its acknowledged authority, but also that you resist with 
care the spirit of innovation upon its principles, however specious the pretexts. 
One method of assault may be to effect, in the forms of the Constitution, altera 
tion which will impair the energy of the system, and thus to undermine what 
cannot be directly overthrown.” 

Washington and Franklin were only thus expressing the opinions of all the 
master builders of 1787, that no constitution is self-executing and none can pre- 
serve itself no matter what its governmental machinery may be. They recog- 
nized better than we do that in the last analysis the preservation of the Con- 
stitution would depend upon the will of the American people, and that it was 
futile to expect that the people would defend what they had created unless the 
average citizen was inspired by what Grote well called “constitutional morality,” 
which means a knowledge of the Constitution, a loyal acceptance of its spirit, 
and a militant purpose to defend it from destruction. If this be wanting, and 
there has been little evidence in recent months that the American people have 
this spirit of constitutional morality, then the preservation of the Constitution 
is an impossible task, for slowly its basic principles will yield to the spirit of 
opportunism. 

The American people once had this spirit of constitutional morality in a very 
high degree. It was this spirit that led them to fight for seven weary years 
to vindicate a principle of taxation, although the nature of the tax was only a 
“tupenny” duty on a pound of tea. To them the amount of the tax or its economie 
effect was unimportant. It was the great imponderable as to whether the taxing 
power could be exercised by a Parliament 3,000 miles away and in which the 
American people had no representation. The sufferings of Valley Forge were 
endured for a sacred principle. When the Constitution was submitted to the 
people, it was debated throughout the Union at every crossroads and in every 
farmhouse; and the questions that were discussed were not the pragmatic ad- 
vantages of the proposed new form of government, but rather the question 
whether the liberties of the individual were adequately protected. 

I have recently had occasion to read William Wirt’s Life of Patrick Henry, 
and I read such portions of Henry’s argument against the Constitution as were 
made in the Virginia Convention, and I was immensely impressed, not only 
with the force of his eloquence but with his vision as to what would be evolved 
by construction from the naked text of the Constitution. 

While the American people accepted the Constitution with great hesitation, 
yet, when its advantages became manifest in the rise of a new nation in the 
firmament of history, the people began to believe passionately in the Constitu- 
tion; and from 1789 to 1861 the debates on constitutional questions were the 
greatest that ever took place in America, and were equal to the greatest debates 
that ever took place on a form of government in the annals of history. 

Here again in these debates the pragmatic advantages of any proposed legisla- 
tion were wholly subordinated to the question whether a proposed measure was 
within the grant of power, and while there speedily developed the two schools 
of thought as to the construction of the document, one advocating strictness and 
the other liberality, yet both believed in their Constitution, and without respect 
to economic advantages, they fought for the underlying principles of government 
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that seemed to them at stake. When James Monroe attacked the constitutional 
ity of internal improvements he was not thinking whether Virginia would get a 
road at the expense of the Federal Treasury, but whether the Constitution ha: 
granted any such power of appropriation. 

It was the tenacious adherence to the Constitution which led in the early 
days of the Republic to the great crisis, which nearly disrupted the Union. The 
greatest debate in our history, and I am inclined to think in the annals of the 
I:nglish-speaking race, was the debate a century ago on Senator Foote’s resolu 
tion, innocent in itself, but which developed the whole question as to what the 
rights of the States were if the Federal Government deliberately and indubitably 
usurped a power that was not granted to it. If Webster’s reply to Hayne was 
the greatest forensic effort in our history, the speech of Hayne, of South Carolina 
was not unworthy of the reply, for these were only two of the gladiators, fo: 
there were many arguments of remarkable power and eloquence made a century 
ago on both sides of the question, which are only now forgotten because they were 
overshadowed by Webster's masterful effort. 

After the Civil War an entirely new spirit came to the American people. It 
Was as though our written Constitution. had become an unwritten one. Thence 
forth, except on rare occasions, there was little more than lip service paid 
to the Constitution, although in that Civil War hundreds of thousands had died t¢ 
preserve it. Acts that were flagrantly unconstitutional were passed on the theory 
that Congress had no responsibility, as the final decision rested with the Suprems 
Court. This quite ignored the fact that the question might never arise in the 
Supreme Court and that if it did the Supreme Court, necessarily influenced in 
a democracy by the will of the people, would hesitate a long time before disre 
garding the fiat of Congress. In this spirit the boundaries of Federal power 
were pushed forward with amazing speed and those of the States correspond 
ingly contracted. Undoubtedly this was due in large part to the impact of a 
mechanical civilization and it may have been inevitable, but it put upon thi 
Supreme Court the impossible strain, when a case did arise, of trying to recon 
cile the will of Congress, which no longer takes into account its limited powers 
under the Constitution, with the provisions of that document. 

With a subtlety worthy of medieval scholasticism and reminding me, as IT re 
cently had occasion to say in this House, of Swift’s Tale of a Tub, the Court pro 
ceeded to reconcile the acts of Congress with an extraordinarily latitudinarian 
interpretation of the Constitution. 

The probable passage of the legislation now proposed and under discussior 
shows how insidiously our Constitution can be changed and its basic principles 
overthrown. 

The Constitution was formed under the traditions of the English revolutio: 
of 1689. That meant the supremacy of the people in Parliament, and it was 
fundamental in that theory of government that the executive should never have 
a power to impose a tax, but that such levies upon the wealth of the people 
should only be authorized by the composite judgment of their representatives it 
Parliament. In defense of that principle Hampden risked his life, Charles the 
First lost his head, and James the Second his crown. For that principle our 
forebears in England had struggled from the dawn of constitutional liberty and 
they had maintained from the times of the Plantagenet kings to the present day 
that any tax measure must originate in the will of the people. 

Therefore, our Constitution provided that the House of Representatives should 
originate all tax bills and that Congress alone should impose taxes. No mor: 
sacred duty was imposed upon it, for it was never intended that any levy should 
he made upon the American people unless by the consent of their Representatives 
in Congress. Congress has already surrendered its taxing power for, in the 
present emergency statute, the Secretary of Agriculture was given absolute powe! 
to impose taxes upon the processors of agricultural commodities in his discré 
tion. And what is worse, it gave him the power to turn over the proceeds of 
the levy to one class in the community. 

To this end the Secretary can even impose a tariff duty upon imports whe 
ever he thinks it necessary to protect the processors, whose cost of produ 
tion is necessarily raised by the processing tax. You will thus see that the com 
plete power of taxation in the manner indicated has been vested in the head o 
a department to do whatever he pleases. Now it is proposed to vest in the Pres 
dent the power of taxation on imports. Thus we have a perversion not merel) 
of the Constitution but of a basic principle of Anglo-Saxon liberty, for which tl 
American people and their forebears have fought for over 500 years, and whic! 
they thought they had written into the Constitution in a manner that could n 
be defeated. 
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I could give many other examples of this slow undermining of our Govern- 
ment, either by laws upon which the Supreme Court never has occasion to pass, 
or by laws which, when passed, are sustained by the Supreme Court in defer- 
ence to the will of Congress. 

Possibly my pessimism is due to my advancing years, for the shadows of life are 
fast lengthening with me and I cannot. hope to see the future development of the 
Constitution, as I have witnessed it in the last half century. 

We are fundamentally a democracy and while a constitution can retard the 
spirit of innovation, it can never wholly defeat it. It can be a rudder or a chart, 
but never an anchor. 

Today many Americans seemingly favor a central government of unlimited 
powers. Whether such a government would insure the perpetuity of the Union 
is a serious question. The founders of the Republic believed that no central gov- 
ernment of unlimited powers could be successful, and in this they were fully justi 
fied by the consistent experience of history. A unitary and homogeneous state, 
like England or France, may be able to distribute the blessings of government 
without creating sectional or class antagonism, but if the federated British Com- 
monwealth of Nations were to make such an attempt as that of the processing 
tax, and the wealth of Canada were drained to support the farmers of Australia, 
the ‘Empire would dissolve overnight. The fear of a like fate dominated the 
thoughts of the great Convention of 1787. They recognized that there was an 
inevitable conflict of economic interests between the different sections of America, 
and that the only way to prevent a dissolution of the Union by reason of such 
conflict was to confine the Federal Government to a very limited sphere of power. 

Even as so limited, our Nation was twice brought to the verge of destruction 
by a clash of economic interests, and it has only been preserved by the welding 
influences of steam and electricity and general and ever-increasing prosperity. 

Today, however, the Federal Government, asserting unlimited power and con 
centrating it in the President, is attempting to redistribute property to draining 
the wealth of the industrial States for the benefit of the agricultural States. The 
present depression may make the industrial States conscious of this continuous 
drain on their resources, and the ever-smoldering fire of sectionalism may again 
break out into a destructive blaze. Should the Union disintegrate, some future 
Gibbon will say that its downfall bezan when the Nation disregarded the wise 
limitations of the Constitution on Federal power, and began to assert the un 
limited power of a unitary state. 

I am loath to end my speech upon so pessimistic a note. Who can say what 
isin the womb of the future? In this hour of acute anxiety we can well recall the 
noble words of Franklin, uttered when the great crisis of the Convention arose 
and when its success seemed impossible. He said: 

“T have lived, sir, a long time, and the longer I live the more convincing 
proofs I see of this truth: That God governs in the affairs of men And if a 
sparrow cannot fall to the ground without His notice, it is probably that an 
empire can rise Without His aid? We have been assured, sir, in the sacred 
writings, that ‘Except the Lord build the house, they labor in vain that build it.’ 
1 firmly believe this, and I also believe that without His concurring aid we shall 
succeed in this political building no better than the builders of Babel. We shall 
be divided by our little partial local interests, our projects will be confounded, 
and we ourselves shall become a reproach and a byword down to future ages. 
And what is worse, mankind may hereafter from this unfortunate instance 
despair of establishing governments by human wisdom and leave it to chance, 
war, and conquest.” 

Will this be the fate of America? JI am by no means hopeless. All human 
progress in government is marked by alternate periods of integration and dis 
integration. When the integration proceeds too far, the pendulum swings 
back and reaches the other extreme of disintegration only to swing back when 
the distribution of power has gone too far. 

Moreover, there is one great fact of which the proponents of the New Deal 
are seemingly ignorant. It is the native individualism of the American. The 
old pioneer spirit has not wholly lost its force, even in a mechanical civilization. 

The fate of the eighteenth amendment clearly proved that, and I today see 
signs of a distinct reaction in the hearts of the people against this attempt to 
make one man, even though he be President, the master of the destinies of the 
\merican people. 

No one man, whoever he may be, is fit to play such a role. Dictators have 
never long lasted. In a homogeneous nation a dictatorship may last for a time, 
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for the problem is not so complex as with a heterogeneous nation of conflicting 
interests. The present dictators in Italy may last as long as Mussolini lives, for 
he is a man of extraordinary ability and may rank high in history as one of 
the greatest sons of Italy—that fertile mother of great men—but when Mussolini 
dies, What will then happen in the struggle to seize the scepter that will then 
fall from his hands As for the dictatorship in Germany, it is doomed to failure 
long before Hitler shall live his allotted span of life, for that narrow fanatic 
is not a Mussolini. 

Where, however, a people is heterogenous and occupies, as our Nation does, 
a vast territorial domain ranging from the sub-Arctics to the Tropics, and with 
all the conflicting economic interests that differences in climate necessarily 
bring about, then a dictator cannot long last, for he cannot so dispense govern- 
mental favors as to placate all sections, classes, and interests. 

Moreover, the old love of liberty is not dead in America. It may for a 
moment be moribund because of the prostrating effect upon the human spirit 
of a prolonged depression but sooner or later—and I believe at no distant day— 
the American people will turn back to the beaten paths of the fathers and will 
again be aminated by the spirit of liberty, which influenced Washington and 
Franklin, Hamilton, and Jefferson. 

The American Constitution did not believe in one-man power, and for a very 
obvious reason that is inherent in human nature. A President, whoever he may 
be, cannot wholly arise above the conditions of his birth and of his environment. 
He carries with him into his high office all the influences of his early sur- 
roundings. It was for this reason that the framers of the Constitution refused 
to concentrative power in one man. It vested all legislative power in a Congress, 
which would represent the composite will of the entire people, and they never 
intended that the representatives of the people should abdicate their responsible 
office and transfer the legislative power to the President. Undoubtedly Congress, 
like all parliamentary institutions, is by reason of its being thus representative 
of the whole people, often inefficient, for all legislation must thereby be a matter 
of slow compromise, but if we must choose between the security of liberty and 
the supposed efficiency of one-man power, the genius of our institutions prefers 
the former. 

I remember a passage in Victor Hugo’s masterpiece where, in a political club, 
an orator in glowing terms described the genius of Napoleon, but when he ended 
his eloquent tribute to the achievements of one of the greatest of the children 
of men by asking what could be better, a fellow member answered him in three 
words. They were “To be free.” 

The American people are not yet so demoralized that they prefer so-called 
efficiency to their liberty. Unless I gravely mistake the present state of the 
publie mind, they are already in revolt against the great betrayal of our form 
of government which we have witnessed in the last 12 months. 





“The shallows murmur, but the deep is dumb.” 
The little coterie of socialistic visionaries, called the brain trust, and who 
apparently influence the President, are the shallows which are now very 
vocal. But the American people represent the unfathomable deep, which though 
silent at the moment will yet become articulate. They ‘are already becoming 
so, and I yenture now to predict that when the American people again go to 
the polls to select a President they will, by an overwhelming majority, composed 
of the good men of all parties, sweep away this attempt to vest the mighty 
power of the American people in one man. If I did not think this, I would 
despair of the Republic. [Applause. ] 

Senator Mitzikrn. Mr. Brown, have you answered? 

Mr. Brown. I think so, sir. 

Senator Kerr. If he has, I would like to go back to one thing there. 
I take it in view of this latter discussion, on the general question I 
asked you a while ago to the effect that would you be willing to operate 
under such a program in the event the Congress so preseribed it, and 
in taking into account all elements of policy as well as detail on tariff 
matters, if they insisted upon it, you might now give a different answer 
than the one you gave? 
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Mr. Brown. Senator Kerr, on the question of the general lines of 
policy, such things as Senator Millikin has Sapa of a multilateral 
approach against a bilateral approach, whether or not there is a need 
for something like the ITO. or something like that. that kind of ques- 
tion would cert: ainly be one that it seems to me we could, and from my 
personal point of view would be something th: I think would be very 
useful if we could have a matter of liaison with the Congress on it in 
an orderly way. 

Senator Kerr. Could we interpret that answer to go to all phases 
that might come to your mind, with the exce ption 1 of the detail on indi- 
vidual tariff matters / 

Mr. Brown. On the individual products I just do not think it would 
work, 

Senator Kerr. But all other matters ? 

Mr. Brown. But on the policy lines it could be something fruitful. 

Senator Mituikinxn. Mr. Chairman, since we are going to quit at 5, 
I am just about to enter on a point in a different field, and it will take 
quite a bit of time. 

Senator Kerr. We will recess then until 10 o’clock in the morning. 

(Whereupon. at d p. m., the committee recessed until 10 a. m. the 
following day.) 
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TUESDAY, MARCH 20, 1951 


Untrrep STATES SENATE, 
CoMMITTEE ON FINANCE, 
Washington, DC. 

The committee met, pursuant to recess, at 10 a. m., in room 312, Sen- 
ate Office Building, Senator Walter F. George (chairman) presiding. 

Present: Senators George, Kerr, Frear, Millikin, and Martin. 

Also present: Mrs. Elizabeth B. Springer, chief clerk, and Serge 
Benson, minority professional staff member. 

The Cuarrman. All right, Mr. Brown. 

Senator Mitiikin. 1 am ready to ask Mr. Brown to explain the 
changes in GATT since Geneva. I have what purports to be a copy 
of the General Agreement on Tariffs and Trade showing those changes. 
There are some cabalistic marks on it that 1 would like to have ex- 
plained, and other features, and I wonder if you would mind telling 
me about them. 


STATEMENT OF WINTHROP G. BROWN, DIRECTOR, OFFICE OF 
INTERNATIONAL TRADE POLICY, DEPARTMENT OF STATE, 
ACCOMPANIED BY LEONARD WEISS, ASSISTANT CHIEF OF COM- 
MERCIAL POLICY STAFF, DEPARTMENT OF STATE—Resumed 


Mr. Brown. Would you like me to tell you that first or would you 
like to get the answers to quite a number of the questions that you asked 
at the close of the last hearing, which we have available, whichever 
you prefer ¢ 

Senator Minikin. I think you had better move to the matters you 
have mentioned now. 

Mr. Brown. You asked me, sir, which bilateral trade agreements 
had been suspended and which had been terminated as the result of 
the Geneva and Annecy negotiations. 

The CHarrman. Which had been suspended and which had been 
terminated ? 

Mr. Brown. Yes, sir. In some cases we simply suspended the old 
agreement as long as the GATT was in effect, and in other cases we 
terminated the old agreement outright. 

There were 13 agreements which were affected. Of those four 
were terminated, the agreements with Finland, Haiti, Nicaragua, and 
Sweden. 

Senator Mriuikin. Those are out ? 

Mr. Brown. Those are out, finished. 

Senator Minukiy. Which of them are in GATT? 
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Mr. Brown. All of them are in GATT. 
Senator Minitrqry. All of them ? 
Mr. Brown. Yes. 

Then there were 9 agreements, but with eight countries, which were 
suspended during the life of GATT, and those are the agreements with 
the Benelux countries, the Customs Union; that is, Belgium, Holland, 
and Luxemburg; with Brazil, with Canada, with Cuba, with France, 
the United Kingdom. 

Senator Mirtigkin. You have got eight listed so far, including the 
three Benelux countries. 

Mr. Brown. Well, there were, you see, two agreements—with the 
Benelux there were two agreements in the old days. There was an 
agreement between Belgium and Luxemburg and an agreement with 
Holland, so that accounts for two. 

Senator Miiiikin. Two? 

Mr. Brown. And Czechoslovakia. [Corrected in testimony of 
March 22, 1951. | 

Senator Mriuikin. All right. 

Now, all of the other agreements that are—well, all of the remain- 
ing contractual relations, the contractual relationships with the coun- 
tries not specified by you, where the agreements have been suspended 
or terminated, they have whatever effectiveness they have under 
GATT, is that correct / 

Mr. Brown. No, sir. The agreements T have named are the only 
ones which have been affected by the GATT; that is, either termi- 
nated or suspended as a result of the GATT. All other agreements 
remain im status quo ante. They are not affected. 

Senator Miturkixn. By GATT one way or the cther? 

Mr. Brown. Yes, sir. 

Senator Miiirkrx. Which are those? 

Mr. Brown. There is the list in the record of all of our other trade 
agreements, Senator. IT have not got them at my fingertips. 

Senator Mitiikin. That is in status quo ante, by which you mean 
prior to GATT? 

Mr. Brown. Yes. 

Senator Miniikin. They run along under their own terms? 

Mr. Brown. Those are agreements with countries which are not 
parties to the GATT, and are not affected by it. 

The CHamrman. There are about how many of them, do you recall? 

Mr. Brown. I think there are about a dozen of them. 

The Cuarrman. About a dozen of them? 

Senator Mitiikin. Where are they ¢ 

Mr. Brown. There is a complete list. It was submitted for the 
record at the time, and a copy has been given to you. 

Senator Mitiikix. You say about a dozen ? 

Mr. Brown. May I, for convenience, put them in the record ? 

Senator MiLiikiy. So, the dozen to which you have just referred, 
which are operative now, and you have nine, which will become opera- 


tive on their own authority if GATT were to terminate—— 
Mr. Brown. Yes, sir. 
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Senator Miuurkin. And as to those which have been terminated, 
I take it that they, that our trade agreements, with those countries 
rests exclusively on GATT; is that correct 

Mr. Brown. That is correct, sir. 

Senator MintziKkin. Thank you, sir. 

The Cuatrrman. Do you want to put something in? 

Mr. Brown, I have that summarized in a table which I would like 
to put in the record. 

The CuatrmMan. Yes; put it in the record. 

(The table referred to follows :) 


Sratus OF BILATERAL AGREEMENTS CONCLUDED WITH CoUNTRIES WHIcH HaAvt 
SUBSEQUENTLY BECOME CONTRACTING PARTIES TO THE GENERAL ARGEEMENT 


Thirteen countries with which the United States had concluded bilateral trade 
agreements before conclusion of the General Agreement on Tariffs and Trade 
at Geneva in 1947 have subsequently become contracting parties to the general 
agreement. These countries, the dates of signature and of coming into effect 
of the bilateral agreements, and the present status of the bilateral agreements, 
are given below. 


Country 


Belgium 
Brazil 
Canada 

First agreement f f 

Second agreement - 17,198 Jan 

First fox fur ) if Jan 

Second fox fur 3, I Dec 
Cuba ug Sept 

First supplementary 193 Dee 

Second supplementary ce. 2, if Jan 
Czechoslovakia a ; Apr. 16,1 
Finland | Yoo Nov 2,1 
France , 193 June 15 
Haiti 28.1935 | June 
Luxemburg 27 5 | May 
Netherlands 0, 1935 Feb 
Nicaragua ur 7 ; Oct. 
Sweden y 25,1935 | Aug. 
United Kingdom 0 l 9 Jan 


Mr. Brown. You asked me also, Senator Millikin, to submit an 
example of the agreement which affected the suspension. They differ 
slightly. The substance of them is the same, however, and I have 
here the agreement with the Un'ted Kingdom which would be typical 
of the arrangements. 

Senator Miturkin. This comes about through an exchange of notes / 

Mr. Brown. Yes, sir. 

Senator Mruurki. And the notes in this particular case are in 
this pamphlet ? 

Mr. Brown. Yes, sir. They are not identical in all the cases, but 
the substance of them is precisely the same. 

Senator Mriuiktn. It comes to the same end point ? 

Mr. Brown. Yes, sir. 

The CHamman. You say that is an example or an illustration of 
the substance of these? 

Mr. Brown. That is correct. 

The Cuamman,. That will go in the record then. 
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(The information referred to follows:) 


[Treaties and other international Acts series 1706] 


Recrprocat TRADE AGREEMENT AND ACCOMPANYING LETTERS BETWEEN THE UNITED 
STATES OF AMERICA AND THE UNITED KINGDOM OF GREAT BRITAIN AND NORTHERN 
IRELAND RENDERING INOPERATIVE THE AGREEMENT OF NOVEMBER 17, 1938, AND 
SUPPLEMENTING THE GENERAL AGREEMENT ON TARIFFS AND TRADE OF OCTOBER 
30, 1947 


(Signed at Geneva October 30, 1947—Entered into force October 30, 1947, 
effective January 1, 1948) 


The Governments of the United States of America and the United Kingdoin 
of Great Britain and Northern Ireland, 

Having participated in the framing of a General Agreement on Tariffs and 
Trade and a Protocol of Provisional Application, [*] the texts of which have 
been authenticated by the Final Act adopted at the conclusion of the Second 
Session of the Preparatory Committee of the United Nations Conference on 
Trade and Employment, signed this day, 

Hereby agree that the Trade Agreement between the United States of America 
and the United Kingdom of Great Britain and Northern Ireland, signed Novem- 
ber 17, 1988, [*] with accompanying exchanges of notes, shall be inoperative 
for such time as the United States of America and the United Kingdom of 
Great Britain and Northern Ireland are both contracting parties to the General 
Agreement on Tariffs and Trade as defined in Article XXXII thereof. 

IN WITNESS WHEREOF the representatives of the Governments of the United 
States of America and the United Kingdom of Great Britain and Northern 
Ireland, after having exchanged their full powers, found to be in good and due 
form, have signed this Supplementary Agreement. 

Done in duplicate, at Geneva, this thirtieth day of October, one thousand 
nine hundred and forty-seven. 


For the Government of the United States of America: 
WINTHROP G. Brown 
For the Government of the United Kingdom of Great Britain and Northern 
Ireland: 
T. 


The Acting Chairman of the United States Delegation to the Acting Head of the 
British Delegation 
OcTOBER 30, 1947. 
Drar Mr. HELMORE: 

A point of legal detail has been brought to my attention in connection with 
the Agreement Supplementary to the General Agreement on Tariffs and Trade 
which we propose to sign on behalf of our two Governments on October 30 mak 
ing the Reciprocal Trade Agreement of 1939['] between the United States and 
the United Kingdom inoperative so long as both the United States and the United 
Kingdom are parties to the General Agreement on Tariffs and Trade. 

As you know, Article XXV of the 1939 Agreement provides that it may be 
terminated by either party after three years on six months’ notice. The inclu 
sion of such a provision in all our trade agreements is required by the Trade 
Argeements Act. Our lawyers have suggested that the very general terms of 
the proposed Supplementary Agreement might possibly be interpreted as mak 
ing it impossible for either party to the 1989 Agreement to exercise this right of 
termination. 

It is, of course, improbable that either of our Governments would wish to 
exercise this right of termination, but under our law we must, nevertheless 
retain it in force. To suggest a formal amendment to the proposed Supple 
mentary Agreement expressly excepting Article XXV of the 1989 Agreement at 
this late date would cause considerable inconvenience and would give greater 
emphasis to this point than it deserves. I am therefore writing to make it clear 
that we would be signing the Supplementary Agreement with the understand 
ing that its general language would not prevent notice of termination of the 1939 

1 Executive Agreement Series 164: 54 Stat. 1897. The agreement was signed Noy. 17 
1938 ; entered into force provisionally Jan. 1, 1939. and definitively Dec. 24, 1939. 

1 Treaties and Other International Acts Series 1700. 

2 Executive Agreement Series 164; 54 Stat. 1897. 
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Agreement given by either party while we were both parties to the General Agree- 
ment on Tariffs and Trade from effecting termination of the 1939 Agreement 
i Six months. 

I would appreciate it if you could give me the assurance that your Govern- 
ment has the same understanding. 

Sincerely yours, 
WINTHROP G. BROWN 
{cting Chairman 
Mr. J. R. C. Hermore, C. M. G. 
United Kingdom Delegation, 
Palais des Nations. 


The Acting Head of the British Delegation to the Acting Chairman of the 
United States Delegation 


UNITED KINGDOM DELEGATION 
TO 


PREPARATORY COM MITTEE 


PALAIS DES NATIONS, 
GENEVA. 
30 October 1947. 
Dear Mr. Brown, 

I have received your letter of today’s date regarding the Supplementary Agree- 
ment to the General Agreement on Tariffs and Trade and its effect on Article 
XVIII of the 1989 Agreement between the United States and the United King- 
dom, I confirm that my Government has the same understanding on this matter 
as that set out in your letter. 

Yours sincerely, 
J. R. C. HELMorE 
Mr. Wrnturop Brown, 
Acting Chairman, 
United States Delegation, 
Palais des Nations, 
Geneva. 

Mr. Brown. You asked me for the name of the vice chairman of the 
contracting parties. That is Mr. Max Suetens of Belgium. 

Senator Miturk1n. Tell me that again, please, Mr. Brown. 

Mr. Brown. The name of the vice chairman of the contracting par- 
ties is Mr. Max Suetens of Belgium. 

Senator MILLIKIN. So that we can get it all in one place, are you 
now prepared to give the names of the chairman, the vice chairman 
and the secretary ¢ 

Mr. Brown. Yes, sir. The chairman is Mr. Dana Wilgress of 
Canada, and the secretary is Mr. Eric Wyndham White. 

Senator Mintzirkin. And the vice chairman is the one you just 
named ¢ 

Mr. Brown. The vice chairman is Mr. Suetens. 

Senator Miiiixin. Now, there is one other category of countries 
that I do not believe is accounted for by this data that you have given 
us; the new countries that are coming In to Torquay. We do not have 
the agreements with them at the present time, do we / 

Mr. Brown. We have an agreement with Peru, and with Turkey. 

Senator Mriiikin. I assume then, as to Peru and Turkey, that they 
would follow this suspension procedure / 

Mr. Brown. I do not know, sir, whether it would be suspension or 
termination. 

Senator Minzikin. That is, as to Peru or Turkey ? 

Mr. Brown. Yes: it would be one or the other. 
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Senator Minuikixn. Now, which would be the other countries which 
would come originally under Torquay ? 

Mr. Brown. Austria, Germany, Korea, and the Philippines are 
negotiating to join the GATT, but since we are prohibited by the 
Philippines Trade Act of 1946 from having a trade agreement with 
the Philippines, it is being arranged that there will be no contractual 
relationship between us and the Philippines, as a result of their acces- 
sion to the general agreement, 

Senator MILLIKIN. I see. 

Mr. Chairman, yesterday Senator Kerr and I were both interested 
In what is the rel: ationship of past bilateral agreements to GATT. 

Mr. Brown has told us this morning that those agreements which 
have been suspended, which would come into effect if anything hap- 
pened, if GATT terminated, are the Benelux countries, that is Bel- 
gium, Luxemburg, and Holland—Byrazil, Canada, France, United 
Kingdom, and Czechoslovakia. (Corrected in testimony of March 
29. 1951.) ' 

The countries where we have had trade agreements which have been 
terminated by the entry of those countries into GATT are Finland, 
Haiti, Nicaragua, and Sweden. 

Now, the rest of those countries are—will vou name us those two or 
thite countries with which we have agreements, and where it has not 
been determined whether those agreements would be suspended 
terminated / 

Mr. Brown. The countries which are negotiating for accession at 
‘Torquay are Austria, Germany, Korea, Peru, Philippines, and Tur- 
key. We have trade agreements now with Peru and Turkey. 

Senator Minnikin. We have them with those, and we do not know 
whether they will be suspended or terminated, and as to the list of the 
rest that you have just read, they will come in originally under Tor- 
quay. Ithink that makes it clear 

Senator Kerr. I want to ask one e question there, if I may. 

Under the provisions of the law referred to here yeste day ma! Sena 
tor Millikin, if the GATT were suspended, and if these other agree- 
ments, or if the GATT were terminated and these other agreeme se 
now under suspension were reinstated, the provisions or the conces- 
sions that we have made in those with reference to the nations with 
whom they are made, would be available to all other nations under 
that provision that you read, would they not / 

Mr. Brown. Yes, sir. 

Senator Minurkrx. Mr. Brown, will you tell us what percentage of 
the world’s trade is represented by those countries in the first category, 
to wit, the suspended category that you have, the list starting with 
Benelux ? 

Mr. Brown. Thirty-nine percent, sir, on the basis of 1949 world 
trace. 

Senator Mitiikin. Thirty-nine or forty-nine? 

Mr. Brown. Thirty-nine. 

Senator Miiurkin. As of 1949? 

Mr. Brown. Based on 1949 figures. 

Senator Mitiuikin. The terminated countries? 

Mr. Brown. Four percent. 

Senator MILLIKIN. ag of the same date? 

Mr. Brown. Yes, s 
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Senator Mitiikin. Now, this other category ¢ 

Mr. Brown. Approximately 5 percent. 

Senator Miturkrin. Of the 5 percent, what percent is occupied by 
those countries with which we have agreements ‘ 

Mr. Brown. I would have to get that for you, Senator. 

Senator Minuikry. Will you get it for us? 

Mr. Brown. I am sorry I did not anticipate that question. 

(The following information was subsequently supplied for the 
record :) 

The total foreign trade of the two countries which have bilateral trade agree- 
ments now in effect with the United States that are expected to accede to the 
General Agreement on Tariffs and Trade as a result of the Torquay negotiations 
represented about 1 percent of total world trade in 1949. These countries are: 


Pere 
world t 


ent of 
rade 
Peru 0.3 


Turkey ae 5 


Total 


The Cuamman. What percent does our country represent / 

Mr. Brown. In the neighborhood of 20 percent, I think. 

The Cuarman. That is, other than the 39 percent; the 39-percent 
figure, as | understood it, was represented by the nations with whom 
we had those contracts, and it did not include the amount which we 
ourselves provided. 

Mr. Brown. That is correct. Senator. Ours is somewhere between 
17 and 20; I am not sure exactly what it is. 

Senator Miniikin. For one of the purposes of GATT we are listed 
as having 25.2 percent. 

Mr. Brown. I think that is the international trade of the countries 
who were at Geneva, not the total international trade of the world. 

Senator MituiKkin. I see; thank you. 

Senator Kerr. Do you happen te know the percentage that Russia 
provides ¢ 

Mr. Brown. Oh, less than 5 percent. 

Senator Kerr. And the United Kingdom ? 

Mr. Brown. l think Russia and the satellites are less than D percent. 
The United Kingdom on the basis of 1949 figures was approximately 
17 percent. 

Senator Kerr. Does the United Kingdom include Canada, New 
Zealand, and Australia ? 

Mr. Brown. No, sir; I could give you those figures, if you would 
lik to have them. 

Senator Kerr. I would like to have them very much. 

Mr. Brown. I am sorry; I could only give you Canada, which was 
5 percent of the world’s trade in 1949. 

The United Kingdom and its dependencies, that is, the colonies. 
would be 17 percent. 

Senator Kerr. Well. now. what are the colonies? 

Mr. Brown. Malaya, and west Africa, and the West Indies, Jama- 
ica, places like that. 

The Cuatrman. Seventeen percent ? 

Mr. Brown. Yes, sir. 

The Cuatmman. Is that the total commerce? 

Mr. Brown. Total international. 
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Senator Kerr. Total international? 

The Cuairman, Total international commerce? 

Mr. Brown. Yes, sir. 

Senator Kerr. And our own is between 17 and 20? 

Mr. Brown. I think that is correct. I will have to check it to be 
exact, but my recollection is that ours is about the same as the United 
Kingdom. 

Senator Mrtirkry. Did you have some other items that you wanted 
to supply us? 

Mr. Brown. Yes, sir. 

Senator Minzrkin. Mr. Brown is buttoning up some loose ends that 
we left yesterday. 

(There was discussion off the record. ) 

Mr. Brown. There was one point on which I got thoroughly con- 
fused yesterday, and gave the committee entirely wrong answers, and 
that is the question of what action needs to be taken to put conces- 
sions into effect as a result of or after one of these negotiations, and 
whether any approval by the group is required to get those conces- 
sions into effect, or whether it is something for the individual coun- 
tries to do. 

Senator Kerr. That is with reference to a contract that might at 
this time be negotiated as between our country and one other or our 
country and any group of others, but less than the total number? 

Mr. Brown. That was the line of questioning. 

Senator Miniikin. Yes. 

Mr. Brown. I think it can be summed up very simply in this way: 
As far as the new countries coming into Torquay are concerned, it 
would require the agreement of two-thirds of the present countries 
to permit them to accede to the agreement. 

Senator Frear. By number or “by value? 

Mr. Brown. By number. 

Senator Miuuixiy. To permit which countries to accede? 

Mr. Brown. Each. That is to say when Germany—— 

Senator Kerr. Any of the countries not now signatory to GATT? 

Mr. Brown. Take Germany, for example. If Germany completes 
negotiations at Torquay, and two-thirds of the present contracting 
parties sign the document at the end, then Germany would become 
a contracting party, and its concessions would become operative. It 
would not matter whether any of the other countries who are acceding 
had or had not received the necessary approval. That is, two-thirds 
must agree to each new country coming in. 

Senator Miniikrn. That is by the express terms of GATT; is it not? 

Mr. Brown. That is correct. 

Now, as far as the old parties are concerned, who are already parties, 
they are free to put all or any part of the concessions that they nego- 
tiate at Torquay into effect whenever they want to, and they do not 
need any approval by the group. 

Senator Kerr. But all members of the group have access to whatever 
concessions may be made in those new agreements? 

Mr. Brown. That is correct, sir. 

Senator Minuikin. Mr. Brown, I am sorry, I dropped a stitch look- 
ing at something else. Would you mind repeating that last statement / 

Mr. Brown. As far as the present parties to the GATT are con- 
cerned they are free to put all or any part of the concessions which 
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they agree upon at Torquay into effect without any approval by the 
group. 

Senator Mitiikin. As a matter of practice, are there any nations 
present at GATT which are not negotiating ¢ 

Mr. Brown. Oh, yes, sir. 

Senator Miuurkin. Which countries ? 

Mr. Brown. In this sense, there are no nations present which are 
not doing some negotiating; but, for example, there are about 36 or 
37 countries there now, and we are only negotiating with 20 or 21, 
because in some cases the amount of trade between the two countries 
is not suflicient to justify negotiation. 

Senator Mitiikin. But every country is trying to give or get some 
kind of a concession. 

Mr. Brown. Yes, sir. 

Now, when I was speaking yesterday about 85 percent, and when 
I was so confusing in my testimony, I was mixing it up for the require- 
ment for putting ‘the GATT into definitive effect. 

You also asked me which negotiations were completed. I can tei! 
you how many negotiations are completed, but I am not free to say 
with which countries since that involves the confidence of the other 
countries as well as ours. 

Senator Mitxixin. That follows the line of reasoning which we 
developed yesterday. 

Mr. Brown. Yes, sir; plus the normal diplomatic arrangement that 
you do not disclose the status of an agreement with another country 
unless the other country agrees that it should be done. 

Senator Miturkrn. All right. 

Mr. Brown. We have had 21 negotiations at Torquay. In one we 
agreed there was no basis for negotiations, and it was called off. 
Fifteen are still in progress; five have been completed. 

Senator Miniik1n. Five completed? 

Mr. Brown. Yes, sir. 

Senator Miturkrn. Can you indicate whether the completed agree- 
ments concern the larger proportion of what they are trying to do 
there 1 give us some kind of a gener ality on that? 

Mr. Brown. Yes, sir. I can say that the most complicated and 
largest and most difficult negotiations always take the longest time, 
and are the last ones to be ¢ ‘complete “dl. 

Senator Mittkrn. Remain to be completed ¢ Did you say remain to 
be completed ? 

Mr. Brown. I say that is the normal procedure, and that this meet- 
ing is no exception. 

Senator Minuikin. Then, I repeat my question: Can you say that 
the bulk of the concessions in terms of trade that we have, where we 
have set out either to get or give concessions or both, have been com- 
pleted? 

Mr. Brown. No; the bulk remain to be completed. 

You asked me about the budget of the GATT. I have a statement 
here as to the amount of the budget, the share of the United States 
being 16 percent. The principle which is followed in apportioning the 
shares of the expenses of the GATT, is to base it on the relationship 
which the foreign trade of the individual countries in the years 1938 
and 1946 aver: aged together, bear to the foreign trade of the group asa 
whole, including in this case the shares of the countries that are ex- 
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pected to accede. The United States and the United Kingdom pay 
about 16 percent. The other countries pay proportionately less. I 
have a copy of the resolution which agreed upon that principle, which 
I would be glad to submit for the record if the committee desires. 

Senator Mitiixin. Where was that adopted, and when ? 

Mr. Brown. It was adopted at the second session of the contracting 
parties. I think it was at Geneva in 1948. 

Senator MiturKkrn. Did you check to see which countries are ante-ing 
up, and which countries are not? 

Mr. Brown. That, sir, I am afraid I will have to get permission to 
disclose. 

Senator Minurkin. Will you try to get pe rmission to disclose it ? 

Mr. Brown. I will inquire; yes, sir. 

Senator Minirkin. But you will not try, is that correct ? 

Mr. Brown. I will convey the desire of the committee 

Senator Minuikrn. But you will not try to get it, is that correct ? 

Mr. Brown. I must do mv best to get it, cert: ainly. 

Senator Minirqin. Teall that a ood try if you do your best. 

Mr. Brown. Would you like me to—— 

The CHarrMAn. Would you like this in the record / 

Mr. Brown. Put this in the record ? 

Senator Miniikin. | should lke to ask, What is the budget ; how 
much money are we - nding on this? 

. Brown. The budget for 1950 is $331,000, of which our share is 


‘AIRMAN. And substantially the United Kingdom’s is the 
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UNRESTRICTED 
LIMITED A 
GATT/CP. 2/41 
13 September 1948 
ORIGINAL: ENGLISH 

GENERAL AGREEMENT ON TARIFFS AND TRADE. 

Contracting Parties. 

Second Session. 


FINANCING OF SECRETARIAT SERVICES 


The following resolution was adopted by the Contracting Parties at the twenty- 
fourth meeting of the Second Session: 

Vuereas Article XXV of the General Agreement on Tariffs and Trade provides 
that: “Representatives of the contracting parties shall meet from time to time 
for the purpose of giving effect to those provisions of this Agreement which in- 
volve joint action and, generally, with a view to facilitating the operation and 
furthering the objectives of this Agreement”; and 

WHEREAS it is necessary to make provision for Secretariat services for such 
meetings and for consultation between the Contracting Parties in the intervals 
between such meetings ; 

The Contracting Parties resolve to recommend their respective governments 
to take the necessary steps to give effect to the financial arrangements set out 
in the Annex to this Resolution. 


ANNEX 


(a) ICITO should absorb the expenses of the Contracting Parties up to the 
end of the Second Session. These expenses should be accounted for separately 
in the accounts of the Interim Commission in case any question should later be 
raised regarding the manner in which expenses attributable to the Contracting 
Parties should ultimately be divided. 
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(b) As regards the future expenses of the Contracting Parties a “pay as you 
go” arrangement should be adopted. For the purpose of the division of expenses, 
the Contracting Parties should be classified according to six categories: 


Category A—Countries whose share of total external trade as shown in 

Annex H of GATT is 10 percent or more, $11,000 each: United States 

Ia Fr eNO I hinge ae : $22, 000 
Category B—Countries whose share is 742 percent or more but less than 

10 percent, $7,000 each: France___--.-_-~-.------ : 7. 000 
Category C—Countries whose share is 5 percent or more but less than 

7% percent, $5,500 each: Belgium and Canada vm 11, 000 
Category D—Countries whose share is 244 percent or more but less than 

5 percent, $3,750 each: Australia, Brazil, China, Netherlands, South 

Africa - s . win meee ia = ‘ * LS, 750 
Category E—Countries whose share is 1 percent or more but less than 

21% percent, $2,200 each: Czechoslovakia, India, Norway, New Zealand, 

Pakistan a — <F 11. 000 
Category F—Countries whose share is less than 1 percent, $900 each: 

Burma, Ceylon, Cuba, Lebanon, Luxemburg, Southern Rhodesia, 

Syria , i ; 6, 300 


Total = a a _ 76, 050 


(c) The contribution of each Contracting Party determined in accordance with 
the above formula should be paid not later than 31 July 1949 to the Financial 
Oflicer at the European Office of the United Nations for the account of the Con- 
tracting Parties. Payment may be made in U. S. dollars or Swiss franes at the 
option of each Contracting Party. The approval of these financial arrangements 
shall also constitute authority to the Executive Secretary of the ICITO to apply 
at such time as he may deem appropriate, the sums so paid into this account to 
reimbursse the Interim Commission for advances to the Contracting Parties, 

(d) These collective arragnments by the Contracting Parties in their individ- 
ual capacities shall not be construed as in any Way conferring upon them the 
character of an international organization. Accordingly, the basis for division 
of expenses between the Contracting Parties in no way constitutes a precedent 
for the basis of contributions by governments to international organizations 

(e) Countries which are not at present Contracting Parties but which accede 
to the General Agreement as a result of the new tariff negotiations shall partici- 
pate in this financial arrangement on the same basis as the present Contracting 
Parties. Such participation shall relate to all expenses incurred from the date 
of the commencement of the new tariff negotiations, i. e. 11 April 1949. The con- 
tributions of the present Contracting Parties shall be adjusted to take account 
of the contributions of new Contracting Parties. 

(f) In the event that Havana Charter does not enter into force, the Contract- 
ing Parties agree that the expenses of the Second Session shall also be reimbursed 


The CHatrman. All the rest, of course, are proportionately less 
on the basis that vou have described ? 

Mr. Brown. The minimum contribution is $2,650. 

Senator Mixrikin. Do we get aid from the United Nations, clerical 
aid, headquarters aid, any other types of aid? We did at one time; 
that I know. 

Mr. Brown. We did get aid: the GATT got a good deal of aid from 
the Interim Commission for the ITO in the early days. Now, it is 
paying its own way entirely. We use United Nations oflices when the 
sessions are at Geneva, but we pay for them. In other words, we get 
no financial contribution from the United Nations. 

Senator Minuikiy. Do we get clerical assistance or building facil- 
ities ¢ , 

Mr. Brown. No, sir. They allow us to use them, but on a business 
basis. 

Senator Minuikin. They charge you for them ? 

Mr. Brown. Surely. 


80378—51—pt. 2——-10 
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Senator Mirurkin. And you have libraries available, and that sort 
of thing? 

Mr. Brown. Qh, yes. 

Senator Minir«ki1n. I am not making any point of these details; I 
am simply wanting to get an idea of how this thing functions. 

Mr. Brown. For example, the interpreters are usually United Na- 
tions interpreters whom we employ for the purpose of our conference, 
and things like simultaneous translation facilities, and that kind of 
thing. 

Senator Mitnikix. Do they make a charge for translators? 

Mr. Brown. They lend us the translators, and we pay them during 
the time we are having them work for us. 

Senator Miniikin. I am delighted to hear that there is some little 
semblance of business in the United Nations organization. 

(There was discussion off the record.) 

Mr. Brown. I would offer that resolution for the record, with the 
caveat that the shares which appear on page 2 have been changed since 
1948; and our share is, as I have testified, 16 percent. 

The Cuatrman. That has been accepted for the record. 

Senator Minzikin. Was the change in shares decided by the con- 
tracting parties? 

Mr. Brown. It was agreed on the basis of this formula of the share 
in world trade. It was perfectly automatic; the formula, having 
been agreed upon, the share was adjusted to meet the change in trade 
figures. 

Senator Mirir«rn. Was that decision made by the contracting par- 
ties’ capitals? 

Mr. Brown. Yes. 

The Cuarrman. Do I understand that basis is 1936 and 1948? Is 
that inclusive or merely the 2 years? 

Mr. Brown. No; we averaged the two. 

The Cuarrman. The average of the 2 years, 1936 and 1948. 

Mr. Brown. Yes; and then get the proportion that the trade of each 
party bears to the total trade of all of them. 

The Cuatrman. I understand that. 

Mr. Brown. And we took those 2 years as being a prewar year 
and a postwar year to give a balance. 

The Cuarrman. Oh, yes. 

Allright. Are there any other odds and ends? 

Mr. Brown. Yes, sir; there are one or two more. 

Senator Millikin asked me whether any countries objected to the 
extension of the date in article 20 from January 1, 1951, to January 1, 
1952. There were some countries that objected at first. Australia 
and New Zealand were, perhaps, the ones that opposed the point most 
strongly. We discussed it with them, and the resolution extending 
the date was unanimously agreed upon. 

Senator Mituixin. Were there any considerable number of addi- 
tional countries that joined Australia and New Zealand in that? You 
have designated them as the principal countries. 

Mr. Brown. No, sir; they were the ones that did the talking. I do 
not know what thoughts went on in others’ minds, but there was no 
dissent. It was a unanimous action at the end. 
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Senator Millikin asked me whether it was not also true that there 
were a large number of bilateral agreements among other countries 
which had the effect of discriminating against us ‘and of, perhaps, 
nullifying concessions which had been m: ade | yy other countries. 

I would like to point out in reply that these bilateral agreements 
are, for the most part, not the kind of agreement where one country 
agrees to buy X thousand tons of stuff if another country will buy 
Y thousand tons of stuff. They are not barter-exchange agreements. 

Senator MILLIKIN. Some fall into that classification. 

Mr. Brown. Very few, sir. 

Senator Minurkrn. All right; some do. 

Mr. Brown. Well, I could not—I think probably some do. 

Senator Minin. Yes. 

Mr. Brown. But the great bulk of them, over 85 percent of them, 
do not. They are agreements whereby one country says that it will 
relax its restrictions and permit the importation into its « ‘ountry from 
the other country of up to a certain amount of products if there is a 
commercial demand for them; and, in return, the other country agrees 
to relax its restrictions and to permit the importation of up to certain 
amounts if there is a demand for them. I think it is fair to say that, 
if all those agreements were abolished tomorrow, there would be no 
significant increase in the exports from this country to those countries. 

Senator Mini1K1Nn. But there is a significant breech of the principle 
that all nations shall be treated without discrimination in foreign 
trade; is that not correct ? 

Mr. Brown. Not under the balance-of-payments exception; no, sir. 

Senator MiniiKin. Well, that involves a thousand other subjects 
going into the whole theory of our responsibility in connection with 
balance of payments; is that not correct ¢ 

Mr. Brown. No, sir. The reasons for the restrictions on imports 
from this country 

Senator Mitiikin. Let me ask you this, Mr. Brown; I do not think 
we need to spar around with this. Any agreement of that kind 
affords a preferential treatment to the nations that are involved in 
it; does it not ? 

Mr. Brown. That is correct. 

Senator Minzikin. And the general underlying purpose of the re- 
ciprocal trade system is to abolish discriminations of that kind; is that 
not correct ¢ 

Mr. Brown. That is correct. 

Senator Mrinuikin. Now, you are saying that, as an exception in 
order to remedy balances of trade, suc h arrangements can be winked 
at: is that correct ¢ 

Mr. Brown. I am saying that, when countries do not have dollars 
with which to permit unlimited imports into their country, we have 
all recognized that they may limit their imports from the dollar area, 
and permit imports from other areas, and discriminate in that manner 
because of the fundamental shortage of dollar exchange. They are 
obligated as that condition improves to diminish and ultimately to 
eliminate that discrimination, 

Senator Minnikin. Yes. But, when we are appraising the glories 
of the reciprocal-trade system, it brings the subject into some per- 
spective when we note that during the life of the reciprocal-trade 
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system there has been an enormous acceleration and increase in these 
bilateral agreements. 

Insofar as exchange is concerned, what is there in the reciprocal- 
trade law which requires that we concern ourselves with that particu- 
lar problem ¢ 

Mr. Brown. There is nothing specifically about foreign exchange in 
the reciprocal-trade law, but it does enjoin upon us to do our best 
to develop export markets for our American products. 

Senator Mituikin. And you develop those by bilateral agreements ? 

Mr. Brown. We develop those by getting the maximum possible 
limitation upon the use of any restrictions upon our exports. 

Senator Minurkin. And, despite that objective, there has been this 
enormous proliferation of bilateral agreements ¢ 

Mr. Brown. Yes; but what I am saying is that bilateral agreements 
are not—— 

Senator Kerr. I did not understand the question. 

Senator Mitiikin. I said that, despite our aims and objectives, there 
has been this enormous—this word will puzzle you—*“proliferation” of 
bilateral agreements, 

Senator Kerr. Do you suppose it would be of any value if the com- 
mittee would understand the word? | Laughter. | 

Mr. Brown. All I am saying is that these bilateral agreements are 
not in the very great bulk of the cases injuring our exports. 

Senator Minurki. In the administration of the reciprocal-trade 
system, what are you doing exactly—give us the specific cases—to 
bring the currencies of the world to their real value, via the values that 
are put upon them in a free market place? 

Mr. Brown. We are not doing anything under the Trade Agree- 
ments Act to do that. 

Senator Minurkin. Allright. I did not think you were. 

If the nations of the world which maintain these, enter into these, 
bilateral agreements, and these other forms of restrictions, brought 
their currencies to their honest values, there would be much less need 
for dollar exchange; would there not ¢ 

Mr. Brown. I am afraid you have got me out of my depth there, 
Senator. I do not know that I am enough of an economist to answer 
that question. 

You said there would be much less need for dollar exchange. I 
could certainly agree that, if the currencies of the world all had their 
true relationship to market forces, the general trading conditions 
would be vastly better; but, whether the precise way in which you 
stated the question is accurate, I am afraid I am not a good enough 
economist to answer. 

Senator Mitiikiy. But, obviously, if dollars and the currencies of 
the other countries of the world were on a freely exchangeable basis, 
and had reached their true values by a free market place or free mar- 
ket places, every country would have its own currency, which it might 
exchange for currencies of other countries, and thus relieve the con- 
centrated effort to get dollars. That is not a matter of economy; I 
suggest that is just a matter of common sense. 
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Mr. Brown. If that were true, there would be very much less need 
for restrictions and limitations. 

Senator Minuikix. Thank you very much. 

Mr. Brown. There was one other question that Senator Kerr and 
Senator Millikin asked me, and that was whether we would welcome 
a more regular liaison with the Congress than we now have. I gave 
it as my personal opinion at that time that on matters of general 
policy in connection with the administration of the act, we would 
welcome a closer lHaison. 

[ have checked that with my colleagues and my superiors, and they 
confirm that impression. I think there is a precedent for it in the 
consultative arrangements that we have on general economic mat 
ters with a subcommittee of the Foreign Relations Committee. We 
have welcomed that very much, and we would welcome it here if the 
committee desired it. 

Senator Minuikin. [can give you another precedent : The so-called 
peril point was the creation of Senator Vandenberg and myself. We 
developed the thought in order to take pressures off, remove pressures 
that might have led to undesirable actions so far as our international 
trade is concerned, and we had consultations on the subject. We 
were acting, I should Say, strictly for ourselves. We had consulta 
tions on the subject with representatives of the State Department, 
particularly with Mr. Clayton. 

Our suggestion of the peril point was rejected, and our suggestion 
as to the escape clause was accepted, but the escape clause itself, un 
der my viewpoint, was ineffective because we could not get the State 
Department to agree to’ delete such phrases as “unforeseen injury,” 
which the State Department stubbornly adhered to. 

I toss that in as one history of cooperation between the State De- 
partment and Members of Congress. 

Mr. Brown. Well, sir, we are always anxious to cooperate with 
Members of Congress; and, as I said yesterday, we are in continuous 
touch with Members of the Congress on a whole variety of problems 
which they bring up with us, and we do our best to be helpful. 

Senator Mitiikin. I do not want to rebuff anything that was in 
your mind with respect to cooperation between the State Department 
and Congress. 

Mr. Brown. There was one other question that was asked, which 
was fora list of the members of the CRI panels during the last three 
hearings, and I have that which I would like to submit for the rec- 
ord, if vou W ish it to be in the record. 

Senator Minturkixn. What were those? 

Mr. Brown. You asked me for the names of the members of the 
CRI panels by agencies, and I have that information here. 

Senator Minuikrn. I would like to have it in the record. 

The Cuamman. You may put it in, Mr. Brown. There is no objec- 
tion to putting it in? 

Mr. Brown. No, sir. 
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(The information referred to follows:) 


MEMBERS OF COMMITTEE FOR RECIPROCITY INFORMATION 


GENERAL SESSION 


(May 24, 1950) 
Committee members: 
Lynn R. Edminster, chairman, Vice Chairman, United States Tariff Com- 
mission 
Carl D. Corse, Department of State 
Prentice N. Dean, Department of Defense 
Thomas R. Wilson, Department of Commerce 
George H. Willis, Treasury Department 
Robert B. Schwenger, Department of Agriculture 
Philip Arnow, Department of Labor 
James A. McCullough, Economic Cooperation Administration 
Edward Yardley, Executive Secretary 


PANEL A—CHEMICALS 


(May 31, 1950) 
Panel members: 

Prentice N. Dean, chairman, Department of Defense 
Carl J. Whelan, Tariff Commission 
Morris J. Fields 
George Bronz (alternate) 

Treasury Department 
C. C, Coneannon, 
Blodgett Sage (alternate) 

Department of Commerce 
Clarence A. Wendel, Department of State 
Raymond H. Bland, Department of Agriculture 
(Miss) Betti Goldwasser, Department of Labor 
H. B. Vanderpoel 
W. F. Watkins (alternate) 

Economic Cooperation Administration 


PANEL B-——-METALS AND MANUFACTURES 


(May 31, 1950) 
Panel members: 
Carl D. Corse, chairman, Department of State 
David Lynch, Tariff Commission 
Graham B. Brown 
Robert B. McCormick (alternate) 
Department of Defense 
William H. Myer 
Max Malin (alternate) 
Department of Commerce 
Walter W. Ostrow, Treasury Department 
Bruce M. Easton, Department of Agriculture 
Kdgar I. Eaton, Department of Labor 
B. Lockwood 
(’. G. MeNaron (alternate) 
Economie Cooperation Administration 


PANEL (¢ AGRICULTURAL PRODUCTS, FISHERY PRODUCTS 


(May 31, 1950) 
Panel members: 
George Bb. L. Arner, chairman, Department of Agriculture 
BE. Dana Durand, Tariff Commission 
Clarence S. Gunther, Treasury Department 
Dexter V. Rivenbureh (alternate), Department of Agriculture 
John Ewing, Department of Labor 
John A. Loftus 
Wilbert M. Chapman (alternate) 
Department of State 
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Norris G. Kenny, Department of Defense 
George A. Sallee 
Albert A. Prosterman (alternate) 
Department of Commerce 
Robert Tyson 
J. J. Reed (alternate) 
Economic Cooperation Administration 


PANEL D—TEXTILES, LUMBER AND PAPER PRODUCTS 


(May 381, 1950) 
Panel members: 
Lynn R. Edminster, chairman, Vice-Chairman, United States Tariff Com- 
mission 
W. T. M. Beale, Department of State 
Frank H. Whitehouse 
Artruh G. Peterson (alternate), Department of Defense 
Nathan B. Salan, Department of Commerce 
Oliver C. Olsen, Treasury Department 
Albert C. Cline 
Horace R. Josephson (alternate) 
Carl H. Robinson (alternate) 
Floyd I. Davis (alternate) 
Department of Agriculture 


‘ving Kravis, Department of Labor 


. Sweet (alternate) 

> Conte calternate) 

. Parker (alternate) 

Economic Cooperation Administration 


PANEL I CERAMICS, SUNDRIES 


(May 31, 1950) 
Panel members : 
Philip Arnow, chairman, Department of Labor 
Earle M. Winslow 
John M. Jacobs (alternate) 

Tariff Commission 
Clifford J. Hynning, Treasury Department 
Louise E. Butt, Department of Agriculture 
T. L. Sweet 
W. F. Watkins (alternate) 

Economic Cooperation Administration 
Charles A. Livengood, Department of State 
Timothy C. May 
LeRoy M. Otis (alternate) 

Department of Defense 
Harold P. Maggowan, Department of Commerce 


HEARINGS JUNI 9-2 ( 050 (4 PANELS) 


Commerce: 
Nathan Salant 


Tariff : 
Lynn Edminster 


Earle Winslow 

Carl Whelan 

FE. Dana Durand 

David Lynch 
State: 

W. T. M. Beale 

Charles Livengood 

John Fuqua 

Carl D. Corse 
Defense: 

Hiram Nones 

Noris Kenny 

William Fallon 

Frank Whitehouse 


Harold P. Magowan 

George Sallee 

Max Malin 
Treasury : 

Iver C. Olsen 

Clifford J. Hynning 

Clarence Gunther 

Walter Ostrow 
Agriculture: 

Floyd E. Davis 

Edgar H. Omohundro 

Albert Cline 

James O. Howard 

George R. L. Arner 
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Labor: ECA: 
Irving Kravis John Menefee 
Philip Arnow T. L. Sweet 
John Ewing Milton H. Blick 
Betti Goldwasser Roger Stewart 


B.S. Van Rensellaer 









HEARINGS SEPTEMBER 25-28, 1950 











Tariff: Lynn R. Edminster Commerce: Thomas R. Wilson 
State: W. T. M. Beale Labor: 

Treasury: Walter W. Ostrow Philip Arnow 

Defense: Prentice Dean Betti Goldwasser 
Agriculture: George B. L. Arner ECA: Milton Blick 


Senator Mitiikin. Is there any significance from the tabulation 
and the weighting of the pane ‘Is as to whether all Departments have 
about the same proportion of re present ition / 

Mr. Brown. I said yesterday that each panel has one representative 
from each Department on the Trade Agreements Committee. 

Senator Minuixix. And this tabulation bears out your memory of 
yesterday ¢ 

Mr. Brown. Yes, sit 

Senator Minnikin. Thank you. 

The Cuairman. You may put that in the record. 

Mr. Brown. There was one final question, and that was, I was asked 
to provide an account of what action has been taken by the contracting 
part ies at their various sessions, 

I have here a summary of the action taken at each session, and the 
decisions and resolutions adopted by the contracting parties at those 
sessions, Which I will be glad to submit to the committee. It is rather 
bulky. A lot of it is very technical. 

Senator Mituikin. Give us a sample. 

Senator Kerr. I suggest, Mr. Chairman, that it just be left with 
the committee and put in the files, but not in the printed record. 

Senator Miniikin. I would like, before final action is taken on that, 
Senator, to get a little better idea of what the nature of the documents 
is that Mr. Brown has there. Would you mind giving us a sample ? 

Mr. Brown. Well, take the last session. This is an announcement 
by the contracting parties, and a brief description of each of the mat- 
ters which was discussed at the fifth session, who brought up the 
problem, and what was done about it. Then there is also a document 
which sets forth the exact text of any formal action that was taken, 
any resolutions or decisions of the contracting parties. 

Senator Kerr. Let me say, Mr. Chairman, that what I said was only 
a suggestion, and if Senator Millikin wants this in the record, I cer- 
tainly would not object. 

Senator Minrikin, Let me make the suggestion that we take a look 
at it, and then if it has record importance, I would like to have the 
privilege of asking the chairman to put it in later on. 

The Cuairman. Yes, you may leave that with the committee, Mr. 
Brown. 

Senator Mittikin. May I submit it to Mr. Benson ? 

The Cuairman. Yes. 

Mr. Brown. Mr. Chairman, that completes the information that 
we were asked for yesterday, with the exception of one figure which 
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is going to take us some little time to compute, and which I will try 
to provide as rapidly as possible. 

Senator Mituikin. What figure was that ? 

Mr. Brown. That was the figure that Senator Kerr asked for as 
to the amount of foreign aid, in compar ison, and how much of it was 
used to buy things from the United States, and the comparison to our 
total exports. The reason it takes a little time to compute is that not 
everyone is agreed as to just what foreign aid is, but I hope to have 
it within a d: ay or so. 

Senator Kerr. Let me say that my question was just addressed 
ECA. 

Mr. Brown. Just ECA? 

Senator Kerr. Yes. 

Mr. Brown. Thank vou, sir. That will help us. 

Senator Minuikin. I think that certainly should be covered, but 
there are other forms of aid. 

Mr. Brown. There have been loans. 

Senator Mintikin. The UNRRA, the earlier UNRRA, might be 
considered asa form of aid. and the ‘re were loans. Make it as broad, 
please, as you can, so that after we have what you supply we do not 
have toadd a lot of rough generalities to it. 

(Information relative to the above appears 1 subsequent testi- 
mony.) 

The CuatrmMan. All right. 

Now, Senator Millikin, you say you had some other things to 
take up ¢ 

Senator Mitniikin. I think we ought to get into the record GATT 
as it now is, and my understanding is that Mr. Brown has furnished 
the committee with a corrected copy, and I would like very much for 
him to go ahead and point out the changes and the significance of 
the markings. 

Mr. Brown. Senator Millikin, I think that is a very simple ques- 
tion to answer, because the text which I have given you with these 
lines on the side. and so forth, is the text that we discussed when 
you were questioning me at the prey 10us hearing. 

Senator Miniikin. Yes. 

Mr. Brown. So that when I gave my answers to your questions, 
and my explanation of what these various provisions meant, I was 
discussing the text as it now stands which you have before you. 

Senator Mitiikin. Has the chairman been supplied with a copy 
of this? 

Mr. Brown. No, sir: I do not think he has. It is the text that is 
in the record which was made the last time. 

Senator Mitiikrx. You mean 2 years ago? 

Mr. Brown. Yes, sir. I have another one here if you wish to 
have one. ' 

The CuatrMan. Do you have an extra one? 

Mr. Brown. Yes, sir. 

Senator Miturkin. On the second page and the third page num- 
bered by—what do you call them, “i's,” is that—how do you designate 
that kind of a number / 

Senator Kerr. Would they be Roman numerals? 

Senator Miuimin. I do not think they would be Roman. How 
do you designate that kind of page. numbering ? 
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Senator Kerr. You can call it “ii” and “ili.” 
Senator Mituikin. It seems to me probably “i's. 
Mr. Brown. Yes, sir; | understand what you mean. 

Senator Mruurkin. Well, on pages ii and iii, and then on page 2 
are references to various protocols which are referred to in the 
introductory text as amendments and rectifications. 

Mr. Brown. Yes, sir. Each of those is incorporated in the text 
which you have before you, and which we discussed in 1949, with the 
exception of the very last one of all on page iii, the third protocol of 
rectifications; and, as | recall that one, the changes that were made 
were to recognize the independent status of Indonesia. 

Yes; you see in annex C there was a reference to Indonesia and The 
Netherlands Antilles, and I think that was changed to take care of the 
changing political situation, but there was no substantive change in 
that protocol. 

Senator Mititrkin. Were these adopted by two-third votes? Per- 
haps, I should lay a foundation question and ask whether a rectifica- 
tion has the force of an amendment or whether it is only a correction 
of an obvious error. 

Mr. Brown. It is the correction of a mistake. 

Senator Miuurkin. Yes. So that would not require a two-thirds 
vote, would it ? 

Mr. Brown. Actually, Senator Millikin, all of these protocols have 
been signed—most of them by all of the contracting parties, and I 
think that there are only one or two in which a couple of the smaller 
countries have not yet signed, so there is unanimity. 

Senator Mriiurkin. Would you mind explaining to us the general 
nature of those rectifications or amendments which have been adopted 
since we had this matter before the committee 2 years ago ¢ 

Mr. Brown. Yes, sir. 

The only changes that have been made since our discussion or since 
I last testified and you asked me to explain this whole text 

Senator MinirKin. Yes. 

Mr. Brown (continuing). Is the waiver of the date from January 
1, 1951, in article 20, to January 1, 1952; and the waiver of the date 
of the meeting specified in article 29 which, under the text of that 
article, needed to be held before the end of January 1949. 

Senator MiturKry. I notice you provide that the dates of the instru- 
ment and dates of entry into force of modifications—lI notice that the 
fourth protocol and the fifth protocol on page ili carrying instrument 
dates later than the date of our hearings. Were we discussing matters 
to be forthcoming then or what is the explanation of that? We did 
not have any hearings on this in March 1950 with respect to this sub- 
ject, or in December 1950. 

Mr. Brown. Our he “arings were in 1949, were they not ? 

Senator Minnikin. That is right. What were the dates of the hear- 
ings, Mr. Benson ? 

We had our hearings in February and March of 1949, so there are 
three dates that, so far as the instrument dating is concerned, are later 
than the dates of our hearings. 

Mr. Brown. No, sir: I think only two. On the top of page iui—— 

Senator Mitzikrn. Do you have a date there of August 13, 1949? 
We had our hearings in the winter and spring of that year. 
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Mr. Brown. That is right. Protocol 7 and the third protocol of 
rectifications are dated August 15, 1949, 

Senator Minuixry. Will you tell us about that ? 

Mr. Brown. And the protocol on article 26—— 

Senator Kerr. This is off the record. 

(There was discussion off the record.) 

Mr. Brown. I do not know the explanation for that date, Senator 
Millikin; but the text of that protocol is included in the text that 
we discussed, as will appear from the note at the foot of page 59. 

Senator Miniikry. Will you tell us about that protocol. What was 
it about? 

Mr. Brown. It was a question of a technical point as to whether a 
country accepting the agreement accepted it on behalf of all of 
dependent territories or whether it accepted it—I think as it was orig- 
inally drawn a country that accepted the agreement accepted it on 
behalf of all of its dependent territories. Under the ame nndment, it 
accepted it only on behalf of those dependent territories which it 
specified. That was the only change in that one. 

Senator Minurkin. And the other two 4 

Mr. Brown. There is only one other, Senator, and that is the third 
protocol of rectifications. 

Senator Minuikin. Starting on page li— 

Mr. Brown. Yes, sir. 

Senator Minuikin (continuing). I am not concerned for the mo- 
ment with any of these protocols which have dates, instrument dates, 
prior to our hearing. I am only concerned with those which have 
instrument dates after our hearing. 

Mr. Brown. There are two of those, and I have spoken of one. 

Senator Minuikin. Why would not the one at the top of page iii—— 

Mr. Brown. That is the one I spoke of, protocol 7, modifying 
article 26. 

Senator Minin. Yes; and August 13, 1949, and March 30, 1950, 
and December 16, 1950; why would they not come under the category 
of protocols that were not discussed 2 years ago? 

Mr. Brown. You must have a different text from mine. 

You do have a different text from mine also, Senator. 

Senator Miuurkin. Is this text the valid text or are the other texts 
the valid texts? 

Mr. Brown. I think this text is a valid text, and I will have to check 
on those, because I was not supplied with them. 

Senator Mitiikin. Let me suggest, Mr. Brown, that until we can 
get these various copies in unison that we pass this particular subject 
for the time being. 

Mr. Brown. I can make the general observation though. Senator. 
that these deal with changes in the schedules and not in the text of 
the GATT. 

You see, the later dates are all ones of rectifications, and dealing 
with such things as that recognition of the change in Indonesia, and 
so forth. I am sorry, but I will be prepared this afternoon to dis- 
cuss It. 

Senator Minurkrx. May I proceed with this copy as though it 
were the real thing? 

Mr. Brown. Yes, sir. 
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Senator Mirurkrn. On page 2 of the copy which I have there are 
a couple of double lines on the left side of two sentences appearing 
about seven lines down. What is the purpose of that? 

Mr. Brown. That indicates that it was amended, and the text, as 
it is written, is the amended text. 

Senator Miniikrn. But does it not also indicate that no one has 
agreed to it? 

Mr. Brown. No, sir. 

Senator Mitir«kin. The explanation that I have of this system that 
you have here was as follows 

Mr. Brown. This document was written on the 20th of January, 
L950, 

Senator Mitirkry. That is right. 

The amended texts— 

I am now reading from page IV— 


which have not entered into force for any contracting party are indicated by 
two parallel lines in the left-hand margin. 


Is that correct ? 

Mr. Brown. Yes, sir; that was written in January 1950. 

Senator Miniikinx. But it is not now correct ¢ 

Mr. Brown. | think this particular amendment has been accepted 
by evervone except Chile. 

Senator Miniikin. Well now, let us get at the general system so 
that we understand each other as to the general system. 


Two marks to the left ordinarily means that it has not yet entered into force 
lor any contracting party. 


Then it goes on to say: 


Those which are in force for some but not all of the contracting parties 
indicated by a single line in the left-hand margin. 

Is that correct ? 

Mr. Brown. That is correct, and I can provide by this afternoon, 
if you wish, an identification of each of these cases where there has 
been a change since January 1950. 

Senator Miturki~. Would you mind giving an explanation of all 
of these marks? Do you want to do it now’ Do you want to do it 
by memo, all of these marks, double lines and single lines? I am 
willing to run through the whole thing now. 

Mr. Brown. You want to know exactly what is in effect and what 
is not ¢ 

Senator Minirkry. I am assuming the correctness of the explana- 
tion made as to the meaning of these lines. 

Now, you have indicated there may be some exceptions, so we cer- 
tainly should know about the exceptions, but we also should know 
the meaning of the double-lined matter and the single-lined matter. 

Mr. Brown. I can give you by this afternoon, I think, an explana- 
tion of any case in whie ‘h the symbolism in this document has been 
changed by events since it was written January 20, 1950. 

Senator Minurkry. Then, that leaves open what is the purpose of 
the amendment. 

Senator Kerr. The significance of the amendment ? 

Mr. Brown. I could go over that again. You questioned me about 
that in previous hearings, and I have endeavored to explain it. 
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Senator MiurK1n. That is this double line on page 2, for example 
has been explained ¢ 

Mr. Brown. I think so, sir. 

Senator Mruuikin. Has the double line on page 2, further down in 
paragraph 2, been explained ¢ 

Mr. Brown. I think so; because the text that we were discussing 
and about which you were questioning me in the previous hearings 
was the text as it appears in this document. 

Senator Minuikin. Yes. 

Well, would you mind running through this document? I think 
we can save ourselves a lot of time if you will run through this docu 
ment. May I ask, asa preliminary to that, is your copy thi at you are 
working with the same as this copy, the same that I have? 

Mr. Brown. With the exception of that typewritten insert at the 
beginning. 

Senator Mituirkrn. All right. Then, would you mind checking and 
advising us of any of those amendments, whether adopted by all 
parties or whether adopted by some, or whether adopted by none, 
have been exp lained, and expli iin those which have not been ? 

Mr. Brown. Yes, sir; I can do that and give you the reference to 
the place where it has explained. 

Senator MiturKkin. Now, I notice on page 7 there is a single line 
to the left, indicating what? That some have and some have not 
agreed ¢ 

Mr. Brown. Yes, sir. 

Senator MiniiKkin. I mean, giving it its meaning according to the 
explanation that I read, some have and some have not. 

Mr. Brown. Yes, sir. 

Senator Minurk1n. Now then, there is a pencil mark drawn through 
that. What does that mean ? 

Senator Kerr. On page 7?. 

Mr. Brown. I have got no pencil marks. 

Senator Minzikin. On pages 7, 8, and 9. 

Mr. Brown. We have given you a working copy, on which people 
have been making notes. I think since January 1950, that it has been 
acce pted by everybody. 

Senator Minirkr. Can we get that all for the record ? 

Mr. Brown. Yes, sir. I am sorry we did not understand what you 
wanted or we would have been prepared. 

Senator Minzikin. I notice on pages 15, 14, and 15, a single line at 
the left of those provisions, and also that seems to be affected by a 
pencil marking. 

Mr. Brown. It is my recollection that protocol 5 has been accepted 
by everyone and, therefore, that it is in effect, as written ? 

Senator MinuiKkin. You will advise us? 

Mr. Brown. I will advise you; yes, sir. 

Senator Miniik1n. I see the same single line on page 30, with pencil 
drawn through it, and on pages 38, 39, 40, 41, 42, 45, 44, and 45, a single 
line. 


Mr. Brown. Yes; that is all protocol 5, you see. 

Senator Minuikin. Yes. 

All I am trying to get at, Mr. Brown, is what is the agreement at 
the prese nt time so that we get that definitely of record. 

Mr. Brown. Yes, sir. That will be very easy. 
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Senator Minium. Now, on pages 53, 54, 55, 56, and 57, there is a 
single line to the left of the provisions, which does not have pencil 
markings on it. What is the meaning of that? 

Mr. Brown. That probably means that there is at least one coun- 
try which has not accepted the protocol, although most of them have. 

Senator Minurkrn. Will you tell us about that also? 

Mr. Brown. Yes, sir. 

Senator Minurkrn. On page 59 there was a double line, and one of 
the lines seems to be penciled out. Wil! you tell us about that when 
you get around to it again ¢ 

Mr. Brown. Yes, sir. 

Senator Minitikin. On pages 61 and 62 there are double lines which 
are not modified by pencil marking. 

Mr. Brown. I think that is one that needed unanimous consent to 
be changed. 

Senator Minzixr. There is a double line which has not been af- 
fected by pencil markings on page 67. 

Mr. Brown. Yes, sir. I can clear all that up very easily for you. 

Senator Mitirgr. I see. 

There is a double line on page 75. 

Senator Kerr. You missed a couple on 69, Senator, I believe. 

Senator Minuiktn. That is correct, sir: and there are some penciled 
additions on page 69, adding to the protocol. There is a reference 
to the third protocol of rectifications, with some comment. after those 
lines: and then the figures 1,2, and 3 ahead of them, and then there is 
a continuation of notations in pencil. 

Mr. Brown. That undoubtedly indicates what changes were made 
by the protocol. I will provide you with an explanation of the exact 
up-to date current text. 

Senator Miniikr. That is right, and continuing all the way 
through—— 

Mr. Brown. Yes, sir, in all the cases—— 

Senator Mitiikry. It is not necessary for me to comment on each 
Instance, Is it? 

Mr. Brown. No. 

Senator Minurkin. Then, Mr. Chairman, after we have that infor 
mation I would like to have permission to enter the whole agreement 
of record. 

The CuatmrMan. Following that explanatory statement. You may 
do that. 

Senator Miturktx. Mr. Brown, you and I have been through it a 
number of times, and I believe it would be useful if we could have in 
the record a brief statement of the general history leading to GATT. 
I do not want to go into a lot of details, but give us some kind of a 
brief sketch of what brought us to GATT. 

Mr. Brown. GATT was initiated in December 1945, when we issued 
invitations to, I think it was, 14 or 15 countries to negotiate agree 


ments with us. and made the suggestion that it would be a desirable 


thing if they should negotiate with each other as well as with us. 
Those invitations were accepted, and the negotiations opened i 
Geneva in April of 1947. 


They concluded in October of 1947, and during the course of the 


negotiations several countries came into existence, Pakistan, fo1 
example: Burma got her indepe sullen nee, and when the negotiation was 
over there were 25 countries party to the agreement. 
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Senator Miniixin. At Geneva? 

Mr. Brown. At Geneva. 

At Geneva we negotiated not only on the tariff rates which were 
part of the agreement but on the general provisions which are con- 
tained in this text. 

Senator Mitirkin. Will you tell us of the relations of GATT to 
ITO. 

Mr. Brown. Yes. sir. At the same time, in December 1945, we also 
put forward some proposals for the expansion of world trade and 
employment : 

Senator Kerr. For what / 

Mr. Brown. Proposals for the expansion of world trade and em- 
ployment. 

Senator Kerr. Yes. 

Mr. Brown. In which we laid down certain ideas as to what we 
thought the principles for trade rules should be, and suggested that 
it would be desirable to get as wide an agreement as possible on those 
rules. The Economic and Social Council of the United Nations, in 
February 1946, called a conference to consider ways and means of 
improving the conditions of trade, and the general subjects that 
were in our proposals for world trade and employment were put on 
the agenda for that conference. 

The Economic and Social Council also appointed a preparatory 
committee to get ready for that conference, and that preparatory com- 
mittee met at London in October of 1946. 

Prior to that conference we took our proposals and expanded them 
into a draft charter for an international trade organization, which 
we submitted to the conference, and which was accepted as the basic 
working document of the London Conference. That document was 
discussed, and at the close of the London conference it had been con- 
siderably revised. There was then a second meeting of the preparatory 
committee at Geneva in 1947 which took place at the same time that 
the tariff negotiations took place. 

Senator Mituikin. Was there not a New York meeting in there? 

Mr. Brown. There was a meeting of a drafting committee in New 
York in, I think it was, January; it was either December 1946 or 
January 1947. 

Senator Mituikin. That followed the London conference ? 

Mr. Brown. Yes, sir. 

Senator Mituikin. And proceeded the Geneva agreement at which 
that was entered into’ 

Mr. Brown. That is correct, sir. Between London and Geneva we 
appeared before this committee, and explained the London text of 
the draft charter, and received a great many suggestions as to how 
it could be improved. We also held public hearings in seven cities 
in the United States, at which we invited the views of industry, agri- 
culture, and labor, anyone who was interested in the text of the char- 
ter, and there received many constructive suggestions. 

So that two things went on at Geneva: One was the negotiation 
about the charter, and the other was the tariff negotiations. 

Now, one of the subjects that the charter dealt with was obviously 
commercial policy. 

Senator Mititikin. What is that, Mr. Brown ? 
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Mr. Brown. Commercial policy ; and it was essential to have general 
provisions in the tariff agreement on commercial policy because if 
you do not have general provisions the tariff concessions can very 
easily be nullified, and all our previous trade agreements have had gen- 
eral provisions of different kinds. So we developed these general pro- 
visions at Geneva, and they were substantially the same as the provi- 
sions of the commercial police: v che apter of the I’ PO Charter. 

Senator Kerr. Of what ¢ 

Mr. Brown. Of the Charter. 

Seamator Minuikin. That is to say, GATT roughly is the same as 
the chapter in ITO. 

Mr. Brown. Yes, sir; with the exceptions that we noted in the hear- 
ings 2 years ago. 

Senator Kerr. Is that the entire program or the instrument known 
as GATT, that is substantially the same as one of the chapters of the 
Charter, or do you mean that one of the chapters of GATT is the same 

as one of the chapters of the Charter ? 

Mr. Brown. The bulk of the provisions of GATT are the same as 
one of the chapters of the Charter. 

The Charter also dealt—— 

Senator Mititikin. The differences are very minor, are they not / 

Mr. Brown. Yes, sir. 

Senator Miniuxiy. They are almost verbatim; in the main they are 
verbatim. 

Mr. Brown. Yes. 

The CuatrmMan. That is chapter 7 of the ITO? 

Mr. Brown. I think it was chapter 4. 

The Cuarrman. All right. 

Mr. Brown. The Charter also dealt with such subjects as employ- 
ment and investment and economic development, commodity policy, 
cartels. 

Senator Kerr. How many chapters were there to the Charter? 

Mr. Brown. Nine. 

Senator Miniikin. And they dealt with what subjects, Mr. Brown? 

Mr. Brown. Employment and economic development, commercial 
policy, cartel policy, commodity policy, and the provisions for setting 
up the organization, how it should function, its relationship to other 
organizations, and so forth. 

Then, after Geneva, at the end of Geneva, we put the general provi- 
sions—we put the GATT into provisional effect, and the conference, the 
world conference, was called at Habana in either October or November 
of 1947, and was coneluded on the 24th of March 1948; and at that 
conference the Charter was further revised. 

Senator Kerr. Now. this world conference had to do with ITO and 
not with GATT? 

Mr. Brown. Yes, sir. 

Senator Kerr. All right. 

Mr. Brown. GATT was already in operation. GATT had 23 par- 
ties, and there were, I think, 56 countries present at Habana. 

The ITO is not being presented to the Congress, and the consequence 
of that, I think, is almost certainly that there will be no ITO; and 
several other countries have announced that they would not submit 
it to their parliaments in consequence of our decision. 

Senator Mitutr«in. When did the President sign ITO? 
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Mr. Brown. He did not, Senator. The draft charter was signed 
by Mr. Clayton in March, I think, March 24, 1948, ad referendum. 
"Senator Kerr. Signed what? 

Mr. Brown. Ad referendum, to be submitted to Congress. 

Senator Kerr. That means it was tentatively signed, subject to the 
ap ry al by the Congress ¢ 

Mr. Brown. Yes, sir. All of the delegates said, “This is the docu- 
ment we will submit to our congresses for their approval.” 

Senator Kerr. All right. 

Senator Miniiktn. Have you finished ? 

Mr. Brown. Yes, sir. 

Senator Minuix1n. In a report dated November 1947, by the Tariff 
Commission entitled “Analysis Geneva Draft of Charter for an 
International Trade Organization,” on page 11, the Tariff Commis- 
S1ONn Says: 


9 


Chapter IV prescribes basic rules of commercial policy. It is the heart of the 
Charter. It is, in effect, a code of governmental conduct with respect to (@) 
tariffs, preference and internal taxes on imports and exports, (0) quotas, (¢) 
subsidies, (@) state trading operations and (e€) miscellaneous nontariff trade 
controls. The members assume obligations looking toward the reduction or 
elimination of most of the principal trade-regulation devises which have been 
employed by various nations to limit the imports and exports of merchandise. 

Would you accept that as an accurate statement of the GATT? 

Mr. Brown. Yes, sir. 

Senator Kerr. If I may ask a question there, Mr. Chairman—— 

The Cuamrman. All right, Senator Kerr. 

Senator Kerr. I would like to have the witness tell us at this point 
his conception of the meaning of that phrase “the heart of ITO.” 

Mr. Brown. From my point of view, Senator Kerr, I think the com- 
mercial policy aspects are the most important. 

Senator Kerr. Of ITO? 

Mr. Brown. Yes, sir. Commodity policy aspects are also very im- 
portant from our point of view, and we were also greatly interested 
in the cartel aspects, the anticartel aspects. 

I think the other countries were primarily interested in the em- 
ployment and economic development parts; but I think probably if 
I had to make a judgment as to which was most important, I would 
say that the commercial policy part of it was. 

Senator Kerr. Then you said you agreed with that statement by the 
Tariff Commission, which included the phrase that GATT contained 
the heart of ITO. I understand you to ts ‘ll us that you mean in your 
opinion that you think the chapter which was—that it contained the 
chapter which you considered was the most. important. 

Mr. Brown. Yes, sir. I do not think that other countries would 
think it was the most important. 

Senator Kerr. I understand. 

Mr. Brown. Yes; but we think it was the most important. 

Senator Kerr. You do not mean by that that substantially all of the 
ITO is included in GATT? 

Mr. Brown. Oh, no. No, sit 

Senator Kerr. All right. 

Senator Mitirkin. Mr. Benson, will you let me have the transitional 
paragraph of GATT? 

Mr. Brown. You are referring to article 29, sir? 

80378—51—pt. 2——11 
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Senator Minirkin. Yes. 

Article 29 of GATT, entitled “Relation of This Agreement to the 
Charter for an International Trade Organization, follows in this 
manner : 













(1) The contracting parties, recognizing that the objectives set forth in the 
preamble of this agreement can be best attained through the adoption by the 
United Nations conference on trade and employment of a charter leading—— 

Mr. Brown. May I interrupt you, sir 

Senator MiLurKkin. Yes. 

Mr. Brown. That is not the present text. 

Senator Minzixin. Would you mind reading the present text 

Mr. Brown. That was revised, Senator, at the Habana meeting. 

Senator Minuikin. At the Habana meeting? 

Mr. Brown. The substance of what—I think the substance of it is 
substantially the same, but you wanted to have the accurate text in it. 

Senator Minturn. I want to have this text from which Iam reading 
in, and then we can consider any modifications. 

Mr. Brown. Very good, sir. 

Senator Mituixkin. Then we can have any modifications that were 
made in any later texts. 









































ean best be attained through the adoption by the United Nations conference on 
trade and employment of a charter leading to the creation of an international 
trade organization under that, pending their acceptance of such charter in ac- 
cordance with the their constitutional procedures to observe to the fullest extent 
ot their executive authority the general principals of the draft charter submitted 
to the conference by the preparatory committee. 

(2) (a) On the day on which the charter of the international trade organiza- 
tion enters into force, Article 1 and part 2 of this agreement— 

That is referring to GATT— 
shall be suspended and superseded by the corresponding provisions of the 
charter. 

What is left of GATT other than article 1 and part 2? 

Mr. Brown. The procedural arrangements in part 3. 

Senator Miiurkin. Yes. 

Continuing to quote: 

Provided that within 60 days of the closing of the United Nations conference 
on trade and employment any contracting party may lodge with the other con 
tracting parties an objection to any provision or provisions of this agreement 
being so suspended and superseded. In such case the contracting parties shall, 
within 60 days after the final date for the lodging of objections, confer to con- 
sider the objection in order to agree whether the provision of the charter to 
which objection has been lodged or the corresponding provisions of this agree- 
ment in its existing form or any amended form shall apply. 

(b) The contracting parties will also agree concerning the transfer to the 
international trade organization of their functions under Article 25. 

What is article 25, Mr. Brown? 

Mr. Brown. Those are the procedural arrangements for actions 
by the contracting parties. 

Senator MILiLiKIn (reading) : 

(5) If any contracting party has not signed the charter when it is entered— 
and so forth and so forth. It is not challenged, is it, Mr. Brown, that 
GATT was intended to be merged into ITO? 

Mr. Brown. No, sir. 
Senator Minuixr. No? 
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Would you deny that it was intended that Congress should be put 
into a position of considering both ITO and GAT’ I together / 

Mr. Brown. It was intended that Congress should be put into 
position to consider ITO. 

Senator Minuikin. But not ITO and GATT together? 

Mr. Brown. No, sir; ITO. 

Senator Miniikinx. On page 1093 of the hearings of February and 
March before this committee on H. R. 1211 you said, at the bottom 
of the page: 

Mr. Brown. As I have stated before, and as it appears from the document 
to which you have just referred, the provisions of general agreement and a 
number of the provisions of ITO cover the same subject matter. The Congress, 
when it considers the ITO, will consider whether or not it wishes to accept 
those provisions, and, if it does so, it will, by legislation, make the changes 
that it approves. That would be one way of making those changes. If the 
charter should not be accepted then presumably we would : _ the Congress to 
make effective changes in order to permit us to make this agreement definitely 
effective. 

Mr. Brown. Yes, sir. 

Senator Mitiikin. You do not modify that in any way? 

Mr. Brown. No, sir. In that case I was re ferring to the cases in 
which provisions of the GATT are not consistent with laws of the 
United States. 

Senator Mintiikin. Yes. 

Mr. Brown. And we are obviously following the laws of the United 
States, and not the provisions of the GATT, until we asked the Con- 
gress to change them, and until Congress does see fit to change them. 

Senator Mititikin. And you recognized, did you not, that the Con- 
gress would consider the two together? I quote again: 

The Congress, when it considers the ITO, will consider whether or not it wishes 
to accept those provisions 
and so forth. 

Mr. Brown. I was referring to the provisions which are inconsistent 
with our present laws, and which we are not now applying. 

Senator Mitirkin. You do not come to that until later, Mr. Brown. 
I will read the quote again, Mr. Brown: 

As L have stated before, and as appears by the document to which you just 
referred, the provisions of general agreement and the number of provisions 
of the ITO cover the same subject matter. The Congress, when it considers the 
ITO, will consider whether or not it wishes to accept those provisions, and, if it 
does so, it will, by legislation— 
now you are coming to the subject of legislation— 
make the changes that it approves. 


Mr. Brown. I think, Senator, that the discussion that we were talk- 
ng about there was with respect to the portions of the agreement that 
are different from our laws. That was certainly what I had in mind. 
Senator Mitirkin. Well, are you saying that it was not in vour 
mind that the Congress would consider ITO and GATT together ? 
Mr. Brown. It was in my mind that the Congress would consider 
the ITO, and that the Congress would consider any changes in our laws 
cases*where there was an inconsistency with the GATT, because 
obviously we cannot apply the GATT in any case where it is incon- 
sistent with our laws. 
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Senator Minzikrn. But it was not in your mind that the Congress 
should have the opportunity to consider them both together ¢ 

Mr. Brown. The GATT as a whole; no, sir. 

Senator Mirurin. You have read the debate or listened to the 

‘bate on this subject ? 

Mr. Brown. Yes, sir. 

Senator Mitirkin. Has that not brought out clearly that question 
in connection with the length of the term of extension that you are 
usking for from time to time? 

Mr. Brown. That argument was made, sir. 

Senator Miiur«r. Yes. 

Are you not aware of the fact that this committee has put two 
caveats on GATT so that it could consider GATT and ITO together / 
What do you say about that? 

Mr. Brown. I am aware of what has been in the committee reports; 
yes, sir: but 

Senator Mitzrkryn. I will remind you of what is in the committee 
reports. 

Mr. Brown. I say, I am aware of them. 

Senator Miu. I am reading from the committee report dated 
June 8, having to do with extending the authority of the President 
under section 350 of the Tariff Act of 1930, as amended. This report 
was to accompany House Resolution 6556. It is in the Eightieth 
Congress, second session. It was know as Report No. 1558, and at 
pages 2 and 3 of the report the following appears: 

In reporting out this bill your committee reserves questions such as those 
posed by allegations that the authority conferred under section 350 of the Tariff 
Act has been exceeded either by incorporation of general regulatory provisions 
in the multilateral trade agreement recently concluded at Geneva or otherwise. 
Many of these regulatory provisions duplicate provisions in the Habana charter 
for an intefnational trade organization and, therefore, consideration will be 
given these matters when the Habana charter is presented to the Congress. If 
the United States accepts membership in the international trade organization 
broad statutory changes would be needed to carry out effectively engagements 
that would follow from this country’s acceptance of membership in that organiza 
tion. This approaching decision respecting membership in the international! 
trade organization is a strong reason for not extending the Trade Agreements 
Act of 19384 beyond June 30, 1949. 

Do you remember that? 

Mr. Brown. Yes, sir; I remember that. 

Senator Minzik1n. I will read to you from the report of this com- 
mittee accompanying House Resolutjon 1211 of the Fighty-first Con- 
gress, Report No. 107, submitted on March 11 by the chairman of this 
committee, Senator George. On page 2, I quote the following: 

In reporting this bill your committee would emphasize that its enactment is 
not intended to preclude the Congress on questions raised by the incorporation 
of general regulatory provisions and multilateral trade agreements recently 
concluded at Geneva or recent aspects of our foreign-trade program. Full con- 
sideration will be given these matters when the Habana charter for an inter- 
national trade organization is presented to the Congress. 

Do you remember that ? 

Mr. Brown. Yes, sir. 

Senator MitiiKrn. I invite your attention to part 1 of the hearings 
of 1949 before this committee. 

Mr. Thorp was the witness. 

Mr. Brown. May I have the page, sir? 
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Senator Mitz1Kin. Page 57; I beg your pardon. 
Mr. Brown. Thank you. 
Senator Millikin (reading) : 


Senator MILiIKIN: March 1948. Under your own claims an agreement of 
enormous significance to world trade under the terms of your Geneva agreement, 
the closest connection between ITO and what you have been doing at Geneva— 


I suppose that should read “there is the closest connection.” Con- 
tinuing -— 


and yet since March of 1948 you have held back the master agreement Mto which 
you hoped to merge a part of the reciprocal trade agreements. I do not think 
that I would have much difficulty in showing you that you have been using ITO 
as a sort of tactical maneuver point, and, if that is the way you want to play it, 
there are offsets to that. You have been treated very well here in connection with 
ITO, and I do not think you have treated the Congress fairly in withholding 
ITO all of this time. 

Mr. Tuorp. May I explain that the situation as of March a year ago Was one 
in Which a Congress was in session which was extremely busy and which was 
not going to continue in session for many months, and at that time we did con- 
sider whether it would be appropriate to send this immediately to the Congress. 
We made the judgment that this was sufficiently important and sufficiently com- 
plicated, as you well know, that it would not be wise and helpful to the Congress 
to submit it at that time. The decision was made to submit it to this Congress, 
and it will come to this Congress within a few weeks. 

Senator MILLIKIN. Let me remind you of something. The reason we restricted 
the extension last year to 1 year is because the Congress recognized that the two 
were inseparable, and that ITO would be before us so we could consider the both 
of them together before the expiration of the year, and you came in here with 
this hurry-up act on reciprocal trade, but you are holding back on ITO. 

Mr. TuHorp. I have difficulty with the concept of their being inseparable. If 
there were no ITO. I would be here with exactly the same request as I am here 
today. 


Mr. Brown. Yes, sir; with the request for renewal of the Trade 
Agreements Act. 

Senator Mintikix. Do you remember that? 

Let me have Mr. Clayton’s observation on the subject. 

Mr. Brown. The request Mr. Thorp was referring to was the request 
for the renewal of the extension of the Trade Agreements Act. 

Senator Mitirkin. So my original question to you was whether you 
had knowledge that Congress wanted to consider ITO with GATT. 
What was your answer ? 

Mr. Brown. My answer is that I am familiar with all of the things 
that you have quoted. 

Senator MriirKk1n. Does that substantiate my affirmation that the 
Congress did want to consider both together ? 

Mr. Brown. It is very difficult to interpret the sense of Congress. 
I think probably at one time it did, and another time it may not have. 

Senator Miniikin. Is there anything difficult about interpreting the 
sense of the caveats of this committee which I read to you? 

Mr. Brown. This committee has explicitly said in its last two 
reports that its approval of the extension of the Trade Agreements Act 
did not imply approval of the specific provisions of the GATT. We 
understand that. As we have testified before in this committee, it is 
our contention that the GATT is an agreement which the President 
has the power to enter into, and we have given quite elaborate testi 
mony on that point. 

Now there are certain parts of the GATT which we do not have 
authority to enter into, and we have not made those effective, and we 
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propose to ask the Congress for authority to accept those parts, 
obviously, before we do anything about accepting them. 

Senator MriirKrn. I am not now primarily interested in what you 
intend to do. I am primarily interested in whether it was State 
Department knowledge that the two would be considered together, 
and in response to and in support of that, I have read you your own 
testimony, I have read you the testimony of Mr. Thorp; I have read 
you the caveats of this committee. Are you now saying that you did 
not undgrstand, or the State Department did not understand, that we 
wanted to consider them both together ? 

Mr. Brown. I have understood that that desire was expressed by 
manv Members of the Congress, and I would hope I made it clear that 
I did not, could not, agree with the interpretation of my testimony 
x Mr. Thorp’s testimony. 

When I made the statement that I made, I was considering these 
cases In which we would need to change our laws if it were to be 
possible for us to put the GATT fully into effect, and—— 

Senator Mintirkin. Of course, the Congress, Mr. Brown, has the 
primary responsibility of determining the laws of this country re 
garding these trade affairs; is that not correct ? 

Mr. Brown. That is correct, sir. 

Senator Minzrkin. Would you restrict our own expression of desire 
to consider together ITO and GATT? 

Mr. Brown. No, sir; I would not. 

Senator Mitzrkrn. But you paid no attention to it, did you? 

Mr. Brown. We had taken the position, Senator Millikin, that this 
is an executive agreement which is entered into by the President 
under proper authority. 

Senator Mitiixiyx. Well, we will have some examination on that. 

Mr. Brown. Yes, sir. 

Senator Miniikin. But, answering the question, you paid no atten 
tion to the desire of this committee to consider ITO and GATT to- 
gether; and I suggest you paid no attention to your own assurances 
that they would be considered together. What is your comment on 
that? Not what you would like to do in the way of changing the 
law, but what this committee tried to reserve to itself, the ‘right to 
propose in the way of changing the law. 

Mr. Brown. We made it perfectly clear that w e intended to submit 
the ITO to the Congress for its approval. The Secretary stated that 
the support that we expected and hoped for the ITO did not develop, 
and we did not and have not submitted it, and it will not be submitted. 

Senator Mitzikin. I suggest that that does not answer my question. 

Mr. Brown. And so far as the GATT is concerned, that, as we 
have testified before, is in our opinion, an executive agreement, and 
the President has the right 

Senator Mirzikrn. That all evades the question which I am asking, 
to wit, you have not paid any attention to the desire of this committee 
to consider them both together, and you have not paid any attention 
to the expressions of the State Department witnesses that opportunity 
would be afforded to consider them both together, have you? 


Mr. Brown. We said that there would be opportunity to consider 


the ITO. 
Senator Minirgkrn. And you have said that they would be considered 
together, have you not? Let me have Mr. Brown’s testimony again. 
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It ought not to be necessary to go through these things again and 
again. Let me have Mr. Thorp’s testimony. 

Here is the testimony of Mr. Brown on page 1093 of part 2 of the 
hearings before this committee in February and March of 1949: 


As I have stated before, and as appears from the document to which you have 
just referred, the provisions of the general agreement, and a number of the pro- 
visions of the ITO cover the same subject matter. The Congress, when it con- 
siders the ITO, will consider whether or not it wishes to accept those provisions. 

What could be plainer than that, Mr. Brown ? 

Mr. Brown. Yes, sir; and what we were talking about, if you go 
back a little further, is the cases where there was inconsistency be- 
tween our legislation and the legislation of -—— 

Senator Minuikrn. That will be a matter of peculiar interest to this 
committee. 

Mr. Brown. Yes, sir. 

Senator Minurkrn. Does that change your statement that both will 
be considered together ? 

Mr. Brown. No, sir. What I said was that any changes in our laws 
which would be necessary if the Congress desired to make them, which 
would be necessary to enable us to participate fully in the GATT, 
would be involved also in the consideration of the ITO. 

Senator MrturKr1n. Well, assume that to be correct. 

Mr. Brown. Th: at is what I said. 

Senator Mititikin. Well, assume that to be correct, and at the mo- 
ment I do not challenge that any conflict between GATT would have to 
be resolved by the Congress, it has no bearing on what I am talking 
about. Lam talking about your statement, 

As I have stated before, and as appears from the document to which you have 
just referred, the provisions of the general agreement and a number of the pro- 
visions of ITO cover the same subject matter. The Congress, when it considers 
the ITO, will consider whether or not it wishes to accept those provisions. 

You said that, did you not ? : 

Mr. Brown. Yes, sir, in the context. 

Senator Minirkry, And you said it in the context that you thought 
the Congress should resolve any conflicts between GATT and its own 
jurisdiction, did you not? 

Mr. Brown. Yes, sir; and I still think so. 

Senator Minurkin. Well, I agree with you. All I am asking you 
again is, Did you say what I have just read ? 

Mr. Brown. Oh, yes. 

Senator Minuikin. Yes. 

Now, you finally got around to submitting ITO to Congress, did 
you not? 

Mr. Brown. Yes, sir. 

Senator MiniiKkr. Tell us when. 

Senator Kerr. I did not understand that question. 

Senator Mituixin. I say they finally got around to submitting ITO 
to the Congress. 

Senator Kerr. I thought they got around to deciding not 
to submit it. 

Senator Miiirkin. That was the second step. 

Mr. Brown. I think it was April 1949. 

Senator Mitirkrn. My copy of the message from the President to 
the Congress is dated April 28, 1949. 
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Mr. Brown. Then, I was right. 

Senator Mriuikrn. I assume that was the formal date of the sub- 
mission ¢ 

Mr. Brown. Yes, sir. 

Senator Mitirkrn. You had it—and I do not want any of these 
distinctions between having it in the hands, and having it on the deck— 
the White House had that document in its possession from early in 
1948 until April 1949 before it submitted it, did it not? 

Mr. Brown. Yes, sir. 

Senator Mitzurk1n. That is right. 

Now, on what date did Secretary Acheson testify that, in effect, 
ITO had been abandone d? ¢ 

Mr. Brown. February 22, 1951. 

Senator Miniix1n. He aid testify to that effect / 

Mr. Brown. Yes, sir. 

Senator Minirkin. And you explained that to the nations at Tor- 
quay, you stated yesterday ? 

Mr. Brown. Yes, sir. 

Senator Miruixry. That makes it impossible to consider ITO and 
GATT together, does it not ?- 

Mr. Brown. Yes, sir. 

Senator Miniixrtn. There never was any doubt about the necessity 
for submitting ITO for the approval of Congress, either by a treaty 
or by legislation, was there? 

Mr. Brown. No, sir. 

Senator Minirkin. So I will ask you if all of ITO was to be sub- 
mitted for express action by Congress, why not all of GATT, which 
has been described as a central part of ITO? 

Mr. Brown. Because the great bulk of the provisions in the GATT 
are provisions which are derived from our early trade agreements, 
and are provisions which the President has the authority to make, 
agree to, as part of his negotiation of trade agreements. There are 
some cases where that is not true. 

Senator Kerr. You mean there are some parts of GATT? 

Mr. Brown. Yes. sir. There are some parts of GATT which we 
could not apply unless the Congress agreed to make some legislative 
changes. 

Senator Kerr. And they have been made subject to being submitted 
to and approved by or rejected by the Congress ? 

Mr. Brown. We are not applying them, Senator. 

Senator Kerr. Is that right? 

Mr. Brown. We are not applying those provisions. 

Senator Kerr. They were made subject to either being submitted 
to or approved by or submitted to and rejected by the Congress. 

Mr. Brown. That is correct, sir. 

Senator Kerr. In which event those provisions that you did not 
have the authority to make would be of no force or effect. 

Mr. Brown. That is correct, sir. 

Senator Mirrrqkrx. Would you mind stating again why, if all of 
ITO had to be submitted to Congress, either by treaty or by legisla- 
tion, why, what has been described as the heart of it, need not be 
submitted ? 

Mr. Brown. It happened that the ITO, the general subject matter 
of the ITO, covered and embraced the subject matter which we have 
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traditionally dealt with in our trade agreements, and which are an 
important part of the trade agreements. 

Now, before the ITO was conceived of, those provisions were pro- 
visions which were dealt with by executive action and in executive 
agreements. 

“It happened that they duplicated, included a subject which was 
pertinent to the ITO, which was an Important part of the field 
covered by the ITO, and they were included in the ITO. But that 
did not change their essential nature. 

Senator MiLiikin. Since it did not change their essential nature, 
how do you justify not submitting all of GATT to the Congress? 

Mr. Brown. Because, as I have said, sir, we consider that the GATT 
is an executive agreement which the President has the authority to 
negotiate and enter into. 

Senator Minirkin. Why could you not have considered ITO as an 
executive agreement and put it into force? 

Mr. Brown. Because there were commitments in the [TO which 
would have required legislation, and which were not the same as our 
laws. 

Senator Mitiikin. And you say there are no such commitments in 
GATT? 

Mr. Brown. No, sir. I say there are specifically certain obliga- 
tions in the GATT which we cannot apply because they are not con- 
sistent with our laws. 

Senator Miturkrn. You are determining the consistency of our 
laws; is that correct? I mean the State Department is determining 
which parts of GATT are consistent with our laws; is that correct? 

Mr. Brown. Yes, sir. I think that when the President—— 

Senator Minur«krn. In the case of ITO, under the statement you 
have just made, the State Department would consider which parts of 
ITO are consistent with our laws; is that correct ? 

Mr. Brown. Yes, sir. I think that is the responsibility—— 

Senator Mintiikr. Then, why not let the Congress, which makes 
the law, decide which parts are consistent and which parts are not? 

Mr. Brown. I think when the President is given authority by the 
Congress and has certain constitutional responsibilities that he has 
the responsibility for deciding whe-her he is operating within his 
authority and for asking the C ongress for legislation where he does 
not have the authority. 

Senator Miruixry. But I have brought your attention, Mr. Brown, 
to the fact that the Congress made it very clear—at least it was made 
very clear on this side of the Congress—that the Congress itself 
wanted to determine whether there was conflict between ITO and 
GATT, and the congressional jurisdiction over the subject matter. 
What have you to say to that? 

Mr. Brown. I have no comment. 

The CHamman. The committee will recess until 2:30. 

(Whereupon, at 12:05 p. m., a recess was taken until 2:30 o'clock 
of this same day.) 


AFTERNOON SESSION 


Senator Kerr. We will proceed. 
Senator Mitzi. Did you have anything you wanted to speak 
of specially, Mr. Brown? 
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FURTHER STATEMENT OF WINTHROP G. BROWN, DIRECTOR, OF- 
FICE OF INTERNATIONAL TRADE POLICY, DEPARTMENT OF 
STATE, AND LEONARD WEISS, ASSISTANT CHIEF, COMMERCIAL 
POLICY STAFF 


Mr. Brown. At the close of the morning session, Senator Millikin, 
you asked me to clear up this matter of the text, and I am now pre- 
pared to do so at any time you wish me to. 

Senator MILLIKIN. Mr. Brown, this copy that I have says, “Released 
February 1950.” 

Mr. Brown. Yes, sir. 

Senator Mrurkin. And the release of February 1950 had these 
printed lines on the side. Is that correct ? 

Mr. Brown. Yes, sir. The explanation of the significance of the 
lines contained in paragraph 2 on page iv is an accurate description. 

Senator Kerr. You have lost me there. 

Mr. Brown. Senator, if you turn to the very beginning of the docu- 
ment,the very first few pages. 

Senator Kerr. Yes: I have it now. Paragraph 2. 

Mr. Brown. There have been certain changes in the situation since 
the date of this document which I will explain. Would you like to 
have me take each one? 

Senator Miturkin. Let us run through and get them straight for 
the record. 

Mr. Brown. Article I. There are three double lines on page 2. The 
first two are simply indicating the changes in the rough cross refer- 
ences which are required by the introduction of a new paragraph into 
article II]. That is their only purpose. 

Senator Mitirkin. Are these three changes on page 2 effective ¢ 

Mr. Brown. No, sir. The double line is correct. They are not 
effective because article I needs to have unanimous approval for its 
amendment, and Chile has not yet accepted that amendment. All of 
the other contracting parties have agreed to it. 

Senator Minirkin. All three of the amendments you referred to? 

Mr. Brown. Yes, sir: and, also, the change in the number of the 
paragraph at the top of page 3. 

Senator Kerr. That is, now you say also the two places which are 
identified with the double line on page 3 ¢ 

Mr. Brown. Yes, sir. So that the situation is that none of these 
changes are technically in effect. They have, however, been approved 
by all the contracting parties except one. A similar situation applies 
to the double line at the top of page 5. Again it is a cross reference 
simply. 

Senator Mitirkin. What is the significance of that ? 

Mr. Brown. A new paragraph was added in article ITT, Senator, 
so that the numbering in the old paragraph—the cross reference to the 
old paragraph before the addition of the new one—was inaccurate. 

Senator MinurK«in. It is merely a cross reference ? 

Mr. Brown. That is all. 

Senator Mintiiqin. All right. 

Mr. Brown. Now in article IIT there is a single line by the whole 
article. That line may now be deleted because the article as it appears 
in this document is in effect for all of the contracting parties. 
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Senator Minuikry. And that situation has developed since February 
1950 ¢ 

Mr. Brown. The effectiveness has developed since then, but the 
text which appears in this paper is the text about which you interro- 

gated me in the last hearings. The discussion begins on page 1152. 

Senator Minurki1n. What exactly happened to bri ing about the elimi- 
nation of that line throughout article ILI? 

Mr. Brown. The last one of the contracting parties signed the pro- 
tocol and thereby accepted the amendment. 

Senator Miniimkin. And what did we do about it / 

Mr. Brown. We had accepted it long ago. 

Senator Mintiikin. We had accepted it long agi 

Mr. Brown. Yes, sir. 

Senator Miuixrn. And all of the other parties have accepted it 

Mr. Brown. Yes, sir. So that you can disregard the line entire z 

Senator Miturkin. H: ave we discussed the difference between article 
III as it starts on page 7 of this document and the old article III 4 

Mr. Brown. I think we did, sir, but I know that the text that we 
discussed when you interrogated me before was the text which appears 
here. 

Senator Miriikr. The same thing / 

Mr. Brown. Yes, sir. Identical. 

Senator Minui«r. And the elimination of this line resulted from 
the procedures in all cases for making an amendment in GATT? 

Mr. Brown. Yes, sir. 

Senator Kerr. The elimination of the line, as I understand it, 
occurred by reason of the fact that all of the contracting parties 
agreed to it. 

Senator Mirurkrn. That is right: and I was simply developing 
that that was in accordance with the amending procedures as set up 
by GATT. 

Senator Kerr. Oh, ves. 

Mr. Brown. The same situation applies to the line to the left of 
article VI. The text which is contained in this document is the same 
text which I explained at the previous hearings beginning on page 
1191 of the record. The same is true with respect to paragraph 5 
of article XIIT, appearing on page 30 of this document. I explained 
that text in the previous hearing beginning at page 1243 of the record. 

Did you wish me to continue, sir 

Senator Miniikrn. Yes. Let us get it all. The next is on page 38, 
[ think. 

Mr. Brown. On page 38 the line opposite article XVIII may be 
eliminated as it is now in force for all of the contracting parties. 
This is the text which I explained in the previous hearings beginning 
at page 1305. 

Senator Kerr. Does that go through page 45? 

Mr. Brown. Yes, sir. I think the next is article XXIV on page 
o3. This text is in force for all of the contracting parties except 
Brazil, Burma, and New Zealand. 

Senator ae What is their objection to the article? 

Mr. Brown. I do not know that they have any. Sometimes it is 
just inertia. 

Senator Mitzrk1n. They just have not signed up? 
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Mr. Brown. Yes, sir. They have stated no objection. 

Senator Miurkin. Is this the kind of a case that requires una- 
nimity ? 

Mr. Brown. No, sir. 

Senator MiirK1n. But do you not have two-thirds anyhow? 

Mr. Brown. Oh, yes. It is in force for all of the contracting parties 
except those three. This text is the text about which you interrogated 
me in 1949 at page 1371 of the record. 

The next one is article XX VI on page 59. The double line may now 
be changed to a single line. This text is in force for all of the con- 
tracting parties except Burma and Chile. I explained the significance 
of that amendment this morning. 

Senator Miturkin. All of your explanations are subject to the pro- 
hibition which appears in the Annecy Protocol that no country is 
bound by any part of GATT which is in conflict with its own domestic 
legal situation ? 

Mr. Brown. Yes, sir. 

The next is page 61, article XXIX. That is not in force because it 
is one of the articles that requires unanimity. It has been accepted 
by all of the contracting parties except Chile. The text which is in 
force is on page 98 and is the one which you read this morning. I 
have, however, explained 

Senator Minurkrn. Can you tell us briefly what is the difference 
between them ? 

Mr. Brown. I explained that at page 1402 of the record in the pre- 
ceding hearings. You went into that in some detail. 

Senator Mrnurkin. Can you give us the gist of it just to refresh 
my memory ? 

Mr. Brown. The gist of it is that it referred, instead of to the draft 
charter, to the Habana Charter, since the Habana Conference had 
taken place in the meanwhile and left out this material about within 
60 days after the close of the conference, because nobody had lodged 
any objections. So that was superseded by events. It changed the 
date before which the parties would meet if the charter had not come 
into force. 

Senator Mitz1K1n. This article, as amended, is now out of date, is it 
not ? 

Mr. Brown. In one respect. The date which is mentioned in para- 
graph 3 of it has been passed, but there has been a waiver of it, as I 
explained this morning: that is, of that date. 

Senator Mirirkrn. Will you hold up for just a minute while I 
glance at this? T have not checked this article in connection with this 
inquiry against the old article. We did not discuss this article, did we? 

Mr. Brown. Yes, sir. 

Senator Minin. As it stands, with the two lines on it? 

Mr. Brown. Yes, sir. On page 1402. 

Senator Mrun1K1. For example, take the first paragraph—No. 1 
Tt says: 

The contracting parties undertake to observe to the fullest extent of their 
executive authority the general principles of Chapters I to VI inclusive and of 
Chapter IX of the Havana Charter pending their acceptance of it in accordance 
with their constitutional procedures. 

Did T not understand your testimony the other day to be to the 
effect that you are not paying any attention to the Havana Charter? 
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Mr. Brown. No, sir. Because we are not pending our acceptance 
of it any more. 

Senator Mitzrkin. You are not paying any attention to it then, 
are you! 

Mr. Brown. I said we did not consider it an obligation. I said 
also that we still think that some of the policies which were expressed 
in it are good policies. 

Senator Miniikin. But did you say whether we are observing to 
the fullest extent of our executive authority the general principles of 
chapters I to VI, inclusive, and chapter LX of the Habana Charter ? 

Mr. Brown. No, sir. We do not consider we have any obligation 
under that paragraph. 

Senator Minirkin. I think I detect a new complication in your 
answers. Are we using the rest of the Habana Charter as a guide 
in our acceptance under GATT ¢ 

Mr. Brown. No, sir. We are not using it as a guide. The reason 
why I qualified my statement a little is because, as I said, there are 
some ideas which are in the charter which we think are good ideas, 
and which we would observe whether or not there was a charter; 
but we are not taking the charter as a conscious standard. 

Senator Miiiikin. I do not think you have clarified the matter 
any. I would like to know what are these parts of ITO that you 
consider to be good and that you are observing with or without ‘the 
charter ¢ 

Mr. Brown. Let me say, Senator, that we are not—to answer your 
question directly, the answer is no. 

Senator Kerr. The charter has no significance and no identity in- 
sofar as your considerations are concerned but, if by chance there are 
things in it which you feel are commendable and which are available 
to vou under the law as vou have it, that is still something that you 
do not automatically exclude from your consideration ? 

Mr. Brown. Yes, sir. Let me give an illustration. In the Habana 
Charter it says in the chapter that deals with commodity agreements 
that consumers should be represented equally with producers. Now, 
if we discuss a commodity agreement we would take the position that 
consumers ought to have an equal representation with the producers. 

Senator Kerr. Merely because you think it is right. 

Mr. Brown. Because we think it is sound principle. Yes, sir. One 
consideration is that we are normally a consumer country. 

Senator Mitzikinx. The charter then would be a reminder in that 
case of what you previously had considered sound anyhow 4 

Mr. Brown. That is right. 

Senator Mri. But the charter would not give you any man- 
date ? 

Mr. Brown. No, sir. 

Senator Mruuikin. And the charter, as such, would not influence 
you? 

Mr. Brown. No, sir 

Senator Minirkin. Could you say that any relationship between 
what you now do and seek to do and the provisions of the charter is 
purely coincidental ? 

Mr. Brown. Yes, sir. I think we could say that. I think we could 
say that we judge the problems that come up on their merits and not 
because they were in the Habana Charter. 
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Senator Minurkrn. Now, would you mind recapitulating and tell us 
what is the effect or influence on ‘what you do of that part of ITO 
which is not in GATT? 

Mr. Brown. I do not think it has an influence. It has no legal 
effect. It has no legal mandate. We do not consider that we are 
bound by it in any way. But, as I said before, there are some things 
like the illustration I gave you where what we think is a good policy 
is the policy which was expressed in that document and, therefore, 
there is the same result in our action. I cannot think of any cases 
where this question has come up. 

Senator Miturkin. If any part of ITO that is not in GATT in- 
fluences your actions I would like to have you specify what they 
are. 

Mr. Brown. I could not specify anything, Senator. 

Senator Minurkrn. You could not specify anything because in your 
opinion there is nothing of that kind in there. Is that correct? 

Mr. Brown. I do not think the charter is having any, shall I say, 
mandate or guidance or legal obligation on our actions. 

Senator Minirkrn. Moral or legal ¢ 

Mr. Brown. Yes, sir. 

Senator Minuik1x. While we are on this, what are the other coun- 
tries doing about ITO? 

Mr. Brown. Nothing. 

Senator Mitz1k1n. Have you any indication that they intend to do 
anything about it? 

Mr. Brown. We have an indication that certain countries do not 
intend to do anything about it. 

Senator MiziK1n. Could you name those conveniently ? 

Mr. Brown. Yes. The British Government has told its Parliament 
that in the light of our decision they will not submit the charter to 
Parliament, and there aré one or two others that have definitely stated 
that. I can provide you with the names if you would like them. 

Senator Minx1Krn. It would be interesting, I think, to have it; and 
you might put it in the record, if you would, Mr. Chairman. 

Senator Kerr. Fine. The names of the countries that have taken 
similar action, that is. 

Mr. Brown. Yes, sir. I would be glad to get that. 

(The information requested, subsequently submitted, is as follows :) 

In addition to the action of the British Government, the Italian Government 
has indicated that it does not intend to take any special action to have the ITO 
Charter approved by the Italian Parliament. 

Australian approval of the charter contained a proviso that such approval 
would be effective only if the United States and the United Kingdom ratified. 

The Swedish Riksdag authorized Sweden's adherence to the ITO at the dis 
cretion of the Foreign Minister. The Foreign Office has pointed out that in view 
of the decision of the United States, such action will be indefinitely postponed. 

Senator Mitirk1n. You know of no country or countries that intend 
to try to bring it to life on their own? 

Mr. Brown. I think it most unlikely, sir. 

Senator Minrikrn. And you know of no such country that had that 
intention ? 

Mr. Brown. No, sir. 

The next case is on page 67, at the bottom of the page. That being 
an annex to article I, it requires unanimous consent. It has been 
agreed to by every one except Chile, and is, therefore, not in force. 
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Senator Minnix1nx. What is the situation between India and Pak- 
istan right now as far as trade is concerned ¢ 

Mr. Brown. I do not know in detail, Senator. I know there have 
been great difficulties, but that the situation has improved somewhat 
in recent weeks. In what respect I could not say. 

On page 69 there are some double lines—again a corrective protocol 
agreed to by all parties except Chile. The type of change involved is 
to add the words “New Guinea”; to change “Indonesia” to the 
“Republic of Indonesia”; and so forth. They simply reflect terri- 
torial changes and changes in the status of the countries that have 
them. . 

Senator Minuixix. Down at the bottom of this page there is some 
penciling. Does that need to be clarified ? 

Mr. Brown. No, sir. That merely explains, as I said, that it would 
change “Indonesia” to the “Republic of Indonesia.” 

Senator Mitirkry. Is that penciling something that should go in 
as a part of the official text, or is that just an explanation that you have 
gratuitously furnished. 

Mr. Brown. No. It is not yet part of the official text and should 
not go 1n. 

Senator Mitirkry. Starting with what you numbered 


Mr. Brown. What should go into the text, Senator, is the printed 
material. 

Senator Minuikin. Just the printed material ? 

Mr. Brown. Yes. Only. In the interpretative notes on page 75 
the material at the top of the page with the double line next to it is 
simply dealing with these cross references which are purely mechani- 
cal. They are not in effect because Chile has not accepted the protocol. 


Senator MiturKkrn. Is there any particular reason why Chile lags so 
much in their approval, except lethargy ¢ 

Mr. Brown. No, sir. The same situation applies with respect to 
the amendments on page 76 and the double line there. The single line 
at the bottom of page 76 can be omitted since the note has now been 
agreed to by all contracting parties. 
my previous testimony. 

Senator Minuixrn. Would you mind explaining it, please ? 

Mr. Brown. Yes, sir. 

Senator Mritiikin. Does that run over to page 77? 

Mr. Brown. No. I have a different comment on that. 

Senator Minirkiy. Just delete the part of 76 that has a single line? 

Mr. Brown. I am referring now only to the paragraph at the bot- 
tom of page 76 which has a single line. 

Senator Minziken. Yes. Will you explain that, please ? 

Mr. Brown. Some countries which have a less well developed sys- 
tem of tax collection collect their ordinary internal taxes at the 
customhouse as a matter of convenience. The purpose of this note is 
to make it clear that such a tax and such a method of collection does 
not mean that the tax is a customs duty, but means it is still a tax. 
That is the only point. 

Senator Mitii1Kk1n. It goes merely to the place where the tax is col- 
lected ? 

Mr. Brown. Yes, sir. 

Senator MinurKin. Rather than the nature of the tax? 

Mr. Brown. That is correct. 


This note I did not explain in 
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On page 77 the line may be deleted in its entirety, sicne that is now 
in force and has been accepted by all the contracting parties. You 
interrogated me about all these notes in my previous testimony. The 
same is true for the line on the left on page 75, and also the single lines 
on page do 

Senator Minir«xr. There seems to be a couple of double lines there. 

Mr. Brown. Yes. May I check for a moment ¢ 

Senator Mitirkin. Yes. 

Mr. Brown. I cannot explain that. My note here, Senator, is that 
these two notes are in force or agreed to by all except Burma. 

Senator Minti. That is where the doubles are, or the singles 
are ¢ 

Mr. Brown. Yes. If that isan error, I will correct it. 

Senator Kerr. Where the doubles are / 

Mr. Brown. Yes, sir. Actually the change is simply to change the 
words “most-favored-nation rate” into “higher duty that would be 
payable.” Itisa longer phase. Itisa pure technicality. 

Senator Mitiikin. Have we discussed it ? 

Mr. Brown. We have, on page 1373 of the record. 

On page 84 the double line is not in force for anyone because it has 
been agreed to by everyone except Chile. 

I think that completes the text. 

Senator Miturkin. Will formal action of any kind be taken to dis- 
pose of ITO, or will it just languish ¢ 

Mr. Brown. No, sir. It would have required formal action to cre- 
ate and establish ITO, but it takes no formal action to let it die. 

Senator Kerr. It can die unaided, but could not live without ade- 
quate props ¢ 

Mr. Brown. That is correct, sir. 

eee Miuiikin. I think before we closed this noon I asked you 

all of ITO was to be submitted by express action by Congress. 
W hy not all of GATT, which is a central part of ITO? Would you 
mind summarizing your answer to that ? 

Mr. brown. My answer to that is— 

Senator Miriuirkin. I think before lunch I described it as the heart 
of GATT, rather than the central part. 

Mr. Brown. My answer is that the GATT is in our judgment an 
executive agreement—a trade agreement—and that the provisions 
of it which we have put into force are provisions which are within 
the detailed and general authority of the President and, therefore, 
need not be submitted to the Congress. There are certain provisions 
in the GATT where the provisions of the GATT are not in accord 
with the laws of this country and, therefore, where, if we are to apply 
them, we will ask the Congress whether or not it wishes to make the 
provisions which would authorize us to do so. 

Senator Mintiikix. You are making the decision as to whether there 
is or is not conflict, or whether you do or do not have authority / 

Mr. Brown. Yes, sir. We are trying to act within our authority 
and to ask for congressional action where we do not have the authority. 

Senator Mintiikin. You feel that you have the right to cover with 
executive agreements the subject matter which is within the exclu- 
sive jurisdiction of Congress, without the consent of Congress? 

Mr. Brown. Yes, sir: we have a delegation of authority from the 
Congress in the Trade Agreements Act. 
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Senator MituiKr1. But, let me ask you again: Do you figure that 
you are acting under the delegation of authority which you have 
from Congress / 

Mr. Brown. Yes, sir. 

Senator Mintikin. And that the executive agreement is not by 
virtue of any general executive power of the President, but that your 
executive agreements, under your theory, are made pursuant to the 
delegated power of Congress. Is that correct ? 

Mr. Brown. We are acting under the delegated and general powers 
of the President. 

Senator Minuikin. But you go beyond the delegated powers of 
Congress. 

Mr. Brown. Yes, sir. We have submitted a legal memorandum 
stating our position on that. 

Senator Minnikin. And you are here on the same theory / 

Mr. Brown. Yes, sir. 

Senator Miruiikin. You do believe, where the Congress has the ex- 
clusive jurisdiction over the subject matter, that you can make execu- 
tive agreements which are not a right which is delegated ¢ 

Mr. Brown. Yes; but there are some things—for example, the gen- 
eral obligation to consult, which is in this agreement, which is not a 
matter of the exclusive jurisdiction of the Congress the way the con- 
trol of tariff rates is. Now, there is no specific delegation of anything 
like that, but the general acceptance of an obligation to consult about 
matters arising under the agreeme nt would be something that would 
be within the ordinary powers of the President in his conduct of 
foreign atlairs. 

[t is that kind of thing I have in mind. te principal authority for 
this agreement we feel is in the Trade Agreements Act. 

Senator Minnikrn. Well, Congress has the exclusive constitutional 
power over valuing our domestic mone vy and valuing foreign money 
for domestic purposes. What delegation of power in that regard has 
been made by the Congress to the President other than in the Mone- 
tary Fund? 

Mr. Brown. None: and there is no action about it in the ceneral 
agreement. 

Senator Miniikin. There is no relation between the Monetary Fund 
and GATT in the general agreement ? 

Mr. Brown. Yes, sir. In the general agreement in certain cases 
we agree to accept decisions of the Monetary Fund; and those de- 
cisions in the Monetary Fund, so far as we were concerned, would 
be made pursuant to Congress’ acceptance of our membership in that 
fund. 

Senator Miniikin. Did the Congress give you the right to make that 
delegation to the Monetary Fund in tar iff matters / 

Mr. Brown. Congress has authorized us to participate in the Mone- 
tary Fund. 

Senator Mriirkrn. But has the Congress brought the Monetary 
Fund into tariff making ¢ 

Mr. Brown. No: and neither have we in the general agreement. 

Senator Minnik1. What do you do in the general agreement ? 

Mr. Brown. We agree that the Monetary Fund shall be the exclusive 
judge of such matters as the financial condition of other countries, 
which is the kind of thing that it is set up to do. 
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Senator Mrniikin. Value the money? 

Mr. Brown. Value of the money. The fund is expressly authorized 
to deal with par values. 

Senator Minircin. Have you authorized the Monetary Fund? 
Have you given the Monetary Fund any power over the value of money 
for tariff purposes 

Mr. Brown. This agreement agrees to accept the par values estab- 
lished by the fund as being the correct par values. 

Senator Miniikry. And did Congress authorize you to do that? 

Mr. Brown. Not specific rally. No. sir. 

Senator Mitiik1n. The parities established by the fund might be 
very unrealistic parities, might they not ? 

Mr. Brown. They might be, but it is nec essary for the President 
and for us in administering our customs to have some standard as to 
what the exchange rates should be. 

Senator Minuixiy. Do you feel there has been a delegation to the 
President or to the State Department to accept parities that might be 
very unrealistic? Did Congress tell you to do that ? 

Mr. Brown. The Congress told us we could participate in the In- 
ternational Monetary Fund. 

Senator Minurkri. But I am talking about the Trade Agreements 
Act. 

Mr. Brown. Well, sir, I know of no way to answer that question 
except the way I did. 

Senator Miuzix1n. You could answer that the Trade Agreements 
Act did not give you that authority, could you not? 

Mr. Brown. In this case we do not deal—the Trade Agreements 
Act and the general agreement does not do anything about fixing 
values of money. 

Senator Mirzixrn. Will you explain that, please. 

Mr. Brown. That is just a statement. 

Senator Mirkin. The establishment of parities between moneys 
fixes their value, does it not? 

Mr. Brown. Yes. 

Senator Miiurkin. Is that not the point of reference to the Mone- 
tary Fund? 

Mr. Brown. In the general agreement we agree that the par values 
determined by the fund shall be ‘the par v: alues which are used, and the 
President—in order to administer tariffs you have to have some kind 
of a standard. Over the years the Executive has always chosen 
what that standard should be, and this is the standard in fixing which 
we have a chance to participate through our membership in the fund, 
and it is a generally accepted international maeeers. 

Senator Mitzixin. Did we authorize the President, or anyone, in 
the Reciprocal Trade Agreements Act to allow the \ aioe of our money 
for customs purposes to be referred to the Monetary Fund or to any 
other international group ¢ 

Mr. Brown. You were silent on that subject. 

Senator Mrrurkry. We said nothing about it? 

Mr. Brown. Yes. 

Senator MILiiKIN. So the answer to that is there is nothing in the 
Trade Agreements Act to that effect, is there? 

Mr. Brown. There is nothing specific, as I have said many times, in 
the Trade Agreements Act, to that effect. 
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Senator Minin. So that there I assume you are acting under 
what you call the President’s executive authority independent of the 
Reciprocal Trade Agreements Act. Is that correct / 

Mr. Brown. We think the President has authori ity to select a rea- 
sonable standard for the conversion of currencies for the purpose of 
administrating the customs laws. 

Senator Minurkin. Assume the President has that authority. Does 
he have any authority so far as it is granted by Congress to delegate 
his own judgment i in the matter to an international body ? 

Mr. Brown. Yes, sir. He is specifically authorized by the Congress 
in the fund—— 

Senator Miturkrn. In the Reciprocal Trade Agreements Act, Mr. 
Brown ¢ 

Mr. Brown. But you cannot isolate them, Senator. 

Senator Minzikin. Oh, you can isloate them. Of course you can 
isolate them. 

Mr. Brown. The answer in the Reciprocal Trade Agreements Act 
is “No.” 

Senator Mitiikrn. They derive from different sources of authority. 
The Monetary Fund and the trade agreements are derived from dif- 
ferent sources of authority. Of course they can be isolated. 

Mr. Brown. Certainly. I have said many times, Senator, there is 
nothing in the Trade Agreements Act specifically about par values. 

Senator Mitiikin. Now I am taking the next one. You say that 
that action—the action of referring the value of money to the Mone- 
tary Fund—results in the Presidential power to make executive agree- 
ments. Is that correct? 

Mr. Brown. I think it is inherent that he has to have some way 
of finding out what the values that will be used for this purpose are. 
That is the reasonable way of doing it. 

Senator Minirkrn. Let us assume it is inherent, and let us assume 
it is a reasonable way of doing it. Does he do it by virtue of an 
Executive power as distinguished from a delegation of power by the 
Congress ¢ 

Mr. Brown. I cannot make that distinction, Senator. 

Senator Minirkin. Why not? 

Mr. Brown. Because I cannot do it. 

Senator Minirkin. Why not? You say it is not from the Recip- 
rocal Trade Agreements Act. 

Mr. Brown. I will have to take legal advice on that point, Senator. 

Senator Mitiikin. Would you be good enough to take it ? 

Mr. Brown. I have tried to diselaim being a lawer many times here. 

Senator Minirkrn. Do you want to take it now? 

Mr. Brown. No. Ido not have any lawyers with me. 

Senator Kerr. I believe the Senator would agree that he seeks the 
best answer that you can give, and you may state whether it is some- 
thing that you are giving of your own knowledge, or something that 
you are giving as a mater of judgment, or something that vou are 
giving asa matter of advice, and I believe that would be satisfactor V. 

Mr. Brown. If you would like to have my layman’s personal 
opinion on the thing I think that the delegation of authorit v to change 
tariff rates and to make trade agreements would embrace within it 
is a matter of common sense the authority to pick a reasonable well- 
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accepted standard of par value for the conversion of currency. I 
would think that it would be—looking around for what the reasonable 
par value would be—the most generally accepted and firmly fixed 

value that you can find is that which has been established by the 
International Monetary Fund by the agreement of all the countries, 
and in which the United States has had a direct participation. There- 
fore, it would seem to me as a layman that that was an inherent im- 
plication of the powers given under the Trade Agreements Act, but 
1 cannot say whether that is good legal theory or not. 

Senator Kerr. Let me ask you this question: The President is not 
bound by what the International Monetary Fund does, is he? 

Mr. Brown. Yes, sir. It is agreed that for the conversion factors 
in this agreement the par value fixed by the fund should normally be 
the accepted one. This provision is not yet in effect for the United 
States, because our present law specifies different conversion factors. 

Senator Kerr. Could he change that, or could he change his mind 
about that if he wanted to? 

Mr. Brown. It would require a change in the agreement. 

Senator Kerr. It would require a change in the agreement / 

Mr. Brown. Yes, sir. 

Senator Kerr. All right. 

Senator Mintikin. May I ask what would require a change in the 
agreement’ I was interrupted for a moment. 

Mr. Brown. Senator Kerr was asking whether a change—— 

Senator Kerr. 1 was asking whether the President was in a position 
to be influenced by it, or bound by it. He said he was bound by it 
unless the agreement was changed. 

Senator Minurcrn. Yes. That is, bound by what the Monetary 
Fund does. 

Senator Kerr. By what it decides with reference to par value. 

Senator Mitir«r1yn. That is right. Let me ask you again, from your 
layman’s standpoint, does this thing that has been done with reference 
to the Monet: ary Fund grow out of the President’s powers or out of 
the delegation of power to him by the Congress, or does that involve a 
law question ? 

Mr. Brown. That involves a law question, but looking at it again 
from the layman’s point of view, from my personal point of view, it 
seems to me that you have to have some kind of a measurement for 
conversion. Therefore you pick out the one that is the most genet rally 
accepted and known to everybody, and which can be recognized, just 
the way you do in many other business operations. 

Senator MitirKin. But there is a distinction ? 

Mr. Brown. And this is the one that is accepted. 

Senator Minuixr1y. There is a distinction between your looking in 
the Wall Street Journal to get the price of a stock, or delegating to 
someone the right to determine the price of the stock. There is a big 
difference. 

Let us grant that the President has the power to look anywhere he 
pleases to find the value of our dollar in relation to the currency of 
some other country. 

Mr. Brown. Oh, as far as the value is concerned — 

Senator Mini1krn. Let us assume that he hi is; but there is a vast 
— . between that and his delegation of that power to some 
other box y. 
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Mr. Brown. Senator, if you are asking about our dollar, the Pres- 
ident has delegated nothing to the Monetary Fund. 
Senator Mitii«1n. Of course, the President has delegated it to the 


Monetary Fund because our parities run in relation to other parities. 


Mr. Brown. Yes. 

Senator Miniikin. Of course; but the value of the dollar in foreign 
trade is the amount of other currencies that it will buy so far as value 
is concerned. 

Mr. Brown. The value of our dollar in terms of gold is one for 
us, of course, to decide. 

Senator Minuixin. Of course. And, the President has delegated 
that to the Monetary Fund and we are coming to the basic legal ques- 
tion now on which you want advice, as to whether he has the right to 
do it on his Executive power or on the delegated power to him by the 
Reciprocal Trade Agreements Act. 

Mr. Brown. As far as his right to agree to par values generally is 
concerned, that, of course, is clearly given him by the membership in 
the Monetary Fund. 

Seenator Minurkrn. Let us assume that is correct. We are talking 
about what he is doing under the Reciprocal Trade Agreements Act, 
which is a specifie act and which operates under an exclusive congres- 
sional power over the subject matter. 

Mr. Brown. I would not agree with that, Senator. I would say 

Senator Mintnikin. You would disagree ? 

Mr. Brown. I would say as far as changes in tariff rates are con- 
cerned, yes. ‘The Congress has the exc ‘lusive jurisdiction and it has 
delegated a part of its authority to the President. But, the President 
has many authorizations from the Congress in membership in the 
fund, in general conduct of foreign affairs, and other delegated au- 
thorities, and I do not think one can isolate them always and say in 
doing a certain act he is operating under one or the other. 

Senator Miniik1n. You are not willing to say he is operating under 
the Reciprocal Trade Agreements Act? 

Mr. Brown. Not solely. 

Senator Miiurkry. Then if he is operating under a part of it, please 
define the part he is operating under. 

Mr. Brown. I am sorry, sir. I have given you the best statement 
of my opinion that Ican. I cannot add to it. 

Senator Minuixin. How many powers are there? Have you ever 
counted the powers in GATT of the contracting parties, as such ¢ 

Mr. Brown. No. 

Senator Minirkin. How many are there, would you guess? 

Mr. Brown. I have not the slightest idea, Senator. 

Senator Mini1k1x. We will say they have a vast range of powers 
over a number of matters, have they not? 

Mr. Brown. They have no power to compel any contracting party 
to do anything. 

Senator Mitir«1n. They have the power to compel you to or else 
get out. 

Mr. Brown. Yes. 

Senator Minirk1n. They have that power, you agree ? 

Mr. Brown. Yes. 

Senator Minzi«k1n. That is a very important power, is it not? 
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Senator Miniikin. You say “Yes?” 

Mr. Brown. Yes. 

Senator Mitiixin. Then they do have an important power, do they 
not ¢ 

Mr. Brown. Yes. 

Senator Muinuikin. And that power to compel you or get out runs 
entirely through GATT, does it not ? 

Mr. Brown. No, sir. It comes in some very important. places. 

Senator Minxikin. It is supplemental all through GATT, is it not ? 
Do you want me to take GATT and run through every power that 
the contracting parties have? I am willing to do it. I am rathe: 
merciful here to the chairman of this committee, but it happens that 
I have made an analysis of all the powers of the contracting partie- 
and I could produce all of them, and run through GATT with you 
on it. 

Mr. Brown. I am willing to concede that the contracting parties 
have a number of important powers. 

Senator Minin. Now, tell us those that occur to your mind. 
They have this power with reference to fixing the parities of money 
They have the power of making the reference to the Monetary Fund, 
which in turn will fix the parity of the money. Is that correct ? 

Mr. Brown. What article I1 says is that the specific rates in the 
schedule are expressed in the terms of the par values of the currencies 
established by the fund. ‘That is a statement of fact. 

Senator Mitiik1n. Do not the contracting parties refer those ques 
tions, as such, as the contracting parties, to the fund ¢ 

Mr. Brown. No, sir; not in that. 

Senator Mitirkin. How do you get the matter before the fund ¢ 

Mr. Brown. You do not. 

Senator Mitirkin. What do you get before the fund? 

Mr. Brown. You simply accept the values that have been estab 
lished by the fund. That is done in the regular course of the fund’s 
business. 

Senator Miuirkrn. What is that? 

Mr. Brown. I say, you simply take the rate which has been estab- 
lished by the fund. As of a particular day, that is the rate. You do 
not refer anything to the fund. 

Senator Minuit. There is no matter of decision that is referred 
to the Monetary Fund? 

Mr. Brown. Not with respect to the rates. No, sir. There are 
other things. 

Senator Miturkin. What are the matters of decision that the Mone 
tary Fund has arising out of GATT? 

Mr. Brown. The most important one is the right to make a finding 
as to whether or not the monetary reserves of a contracting party are 
very low, or are so low as to justify the use of the balance-of-payments 
except ions. 

Senator MinriKin. That could be vastly important, could it not / 

Mr. Brown. Yes, sir; it is very important, and we insisted on that 
being put into the agreement. 

Senator Mirkin. Yes. That does not necessarily lend it virtue. 

Senator Kerr. Nor the opposite. 

Senator Minzixin. No. 

Mr. Brown. It is a very pertinent point. 
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Senator Mri1kin. I mean, you said that with such unction that 
I thought 

Mr. Brown. No, sir. I said it quite frankly because of the fact 
that we have a very important influence in the fund and we felt it 
was the best place from our point of view to have those determinations 
made, 

Senator Mitirkry. All right. The contracting parties, as such, 
refer questions of the type which you just mentioned to the fund, and 
accept the fund’s decisions. Is that correct / 

Mr. Brown. That is correct. 

Senator Mitiikin. And that kind of a decision might be vastly im- 
portant. Is that correct ‘ 

Mr. Brown. Yes, sir. 

Senator Minuikin. Where is your authority under the Reciprocal 
Trade Agreements Act for that? 

Mr. Brown. I cannot point to any specific authority which says 
that we can refer certain spec ified questions to the Monetary Fund, 
anywhere in the Reciprocal Trade Agreements Act. 

Senator Minuxri. All right. We are probing what I thought was 
an answer you gave awhile ago that the contracting parties, as such, 
do not have a great deal of power in this business. Maybe you wish to 
modify your answer before we proceed and take up a lot of other 
things. 

Mr. Brown. I did not say that, Senator; or if I did say that, I did 
not mean to say that. What I said was the contracting parties have 
many important powers. 

Senator Miturkrn. As such? 

Mr. Brown. As such. 

Senator Minzixry. And what they decide goes, unless you want to 
get out. Is that not correct ? 

Mr. Brown. Not in every case. No, sir; but, in general, it is true. 

Senator Minnikin. Well, in many cases. 

Mr. Brown. Yes, sir. 

Senator Minzixin. And in general that is true except where you 
have some weak consultation provision that might not lead to a deci- 

sion. 

Mr. Brown. I could specify the cases in which it is true, and if I 
may, I would like to do so. 

Senator Miti1kin. Yes. Do so, please. 

Mr. Brown. I cannot do it now, but I can do it tomorrow morning. 
Senator Miiirkrn. And will you specify also, while you are at it, 
ll of the other powers of the contracting parties? I would like to 

see if our minds are together on that. 

Mr. Brown. Yes, sir. 

Senator Mitiikin. The contracting parties have powers over the 
enforcement of the various exceptions that we have been discussing 
here 

Mr. Brown. They can interpret the agreement. Yes, sir. 

Senator Maree You either follow their decision or you have the 
option of getting out. Is that right? 

Mr. Brown. No, sir. I will specify precisely what the facts are. 
\sa general statement, that is not correct. 

Senator Mitirkrn. That is often correct, is it not ? 
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Mr. Brown. No, sir; because in a lot of cases what happens is 
that the other party is entitled to take compensatory action, and the 
alternative of having to get out is not involved. 

Senator Minirkrn. Yes; and the contracting parties have some 
supervision over the compensatory action to be taken, have they not? 

Mr. Brown. To keep it from being too extreme. 

Senator Mmx1Kry. So in the end it comes down to the contracting 
parties, does it not ? 

Mr. Brown. Yes, sir; but not in the way you stated it. 

Senator Minx. W ell, I stated it correctly now, did I not? 

Mr. Brown. The contracting parties have a supervision over that 
type of thing, and I will be glad to specify specifically. 

Senator Mirx1K1n. Will you say that that runs through this whole 
field of exceptions ? 

Mr. Brown. Yes, sir. 

Senator Miniikin. Because obviously there must be some judge of 
the good faith of the application of all of these exceptions, and I take 
it that GATT reposes that responsibility in the contracting parties. 
There may be some exceptions, but in the main that is correct, is it not 

Mr. Brown. That is correct. 

Senator Minirkin. And those powers go to the heart of the agree- 
ment, do they not ? 

Mr. Brown. They basically have the power collectively to interpret 
the agreement. 

Senator Kerr. May Task a question right there / 

Senator Mitirkrn. Surely. 

Senator Kerr. If you had one trade agreement with just one other 

1ation, would it not have similar reservations available to each of the 
contracting parties where, if the thing did not work as they wanted it 
and an argument arose that they could not agree on, that either of them 
could get out if he wanted to? 

Mr. Brown. Yes, sir. We have those provisions, and also in forma! 
earlier agreements we have provision for the establishment of mixed 
commissions to intepret and administer the agreement. 

Senator Miniikin. In the normal bilateral agreement let us say 
country X says there is a violation, and country Y says there is not. 
There is a controversy between two countries there, and they either 
settle it or they denounce the agreement, or they live along with it ina 
state of violation or alleged violation. Is that right? 

Mr. Brown. Yes, sir. 

Senator Mitur«1n. In the ordinary agreement there might be some 
agreements which set up some arbitration process or something of that 
kind, but in the absence of that the decision is not in the third party or 
in any outside party. 

Mr. Brown. That is correct, sir. 

Senator Kerr. But the reservation of getting out is the same in either 
case. 

Mr. Brown. That is correct. 

Senator Mitiikin. But in GATT the decision in these matters with 
the alternative of getting out if you do not like it, is with the contract 
ing parties,assuch. Is that right? 


Mr. Brown. That is correct, sir, and we think that is a good thing, 


Senator ? 
Senator Kerr. May I ask a question there? 
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Senator Mriuikin. Surely. 

Senator Kerr. It only goes to the contracting part ies in the event the 
two cannot agree. 

Mr. Brown. That is correct. 

Senator Kerr. So that the difference between this and the other is 
that there is an intermediate stage or situation there which is available 
as a means which you hope would be effective in helping to settle that 
which the two parties could not agree to? 

Mr. Brown. That is correct, sir, and that has worked. 

Senator Kerr. In actuality, do you regard it as an additional benefit 
rather than additional burden ? 

Mr. Brown. We consider it as being an additional benefit and we 
have found that the force of public opinion as represented by the con- 
tracting parties as a group has been very helpful in settling disputes 
which could not be satisfactorily resolved by the ordinary bilateral 
discussions. 

Senator Kerr. What it amounts to is that if the two parties affected 
cannot agree between themselves, then the contracting P irties, as such, 
become kind of a board of arbitration, and if they can work out a 
settlement agreeable to both it is accepted, but in shes event they fail 
to do that then either party still has the same privilege of getting out 

as he would have under a bilateral agreement. 

Mr. Brown. That is exactly correct. 

Senator MriurKk1n. Now, is this exactly correct—that the contract- 
ing parties are made up of all the members of the entire organization. 
Is that right ? 

Mr. Brown. The contracting parties are all of the parties to the 
agreement. Yes, sir. 

Senator MiturK1n. In reaching its decisions the United States has 
one vote ¢ 

Mr. Brown. Yes, sir. 

Senator Miturkin. And each of the others has one vote 4 

Mr. Brown. One vote. 

Senator Mizirkrn. Would you not say that that is a rather novel 
feature of the arrangement ? 

Mr. Brown. No, sir; we are not in the least afraid of appearing in 
an international gathering—— 

Senator Minin. I did not say whether you are afraid. 

Senator Kerr. You have the same veto as you had before. 

Mr. Brown. Surely. 

Senator Minurkin. You have no veto at all if everybody gangs up 
on you, except getting out. 

Mr. Brown. Which is a very important veto, Senator. 

Senator Mirzix1n. With regard to the question of getting out. we 
have it solidly planted now that we have only one vote out of all of 
them ? 

Mr. Brown. That is correct. 

Senator Mintzikin. And each other country has one vote? 

Mr. Brown. But the influence of the votes is not counted solely by 
the number. 

Senator Minzikin. And the decisions are made on 51 percent of the 
vote, or two-thirds of the vote, or as specified in GATT. Is that 
correct ¢ 
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Mr. Brown. That is the legal situation. Yes. It does not operat: 
that way practically. 

Senator Kerr. May I ask one question right there, Senator 

Senator Miturkin. Yes. 


Senator Kerr. Are you better off to have one vote and many friends, 


or many votes and no friends? 

Mr. Brown. You are much better off with one vote and many 
friends, and you cannot get around the fact that the influence of the 
United States is very much more important in any international 
gathering than simply one vote. That has always been our experience. 

Senator MuuiKin. The influence of the United States, such as it 
the United Nations? 

Mr. Brown. Yes, sir. 

Senator Miuikin. Where we have been able to do exactly what we 
wanted to do because we were so influential ? 

Mr. Brown. I would never claim that we would be able to do exactly 
what we wanted to, and I do not think that we would do that. 

Senator Mruirkin. Well, to produce effective results. 

Mr. Brown. I would say we had accomplished some very fine results 
in the United Nations; yes, sir. 

Senator Miturkrn. You like the number of troops that are support- 
ing our own troops in Korea? 

Mr. Brown. You are getting me out of my depth on that. 

Senator Mrnurxin. Yes; I thought I would have you out of your 
depth very shortly. That illustrates the power of the United States 
in the United Nations. Your protest against the Argentine-British 
agreement illustrates your power in trade matters, I suggest. 

Mr. Brown. There was a case of simply just us and the British 
talking together. Perhaps if we had had the contracting parties to 
bring the matter before we would have had a better result. 

Senator Minuxry. Or perhaps it would have been much worse. 

The end point is, we have one vote which, legally, if you want to 
put it that way, is just one vote, and we can be ridden down by the 
others any time they w ould certainly decide to do it. 

Mr. Brown. We can, sir, but we are not. 

Senator Minirkrn. We have not yet because there has been no occa 
sion to ride us down, because we have been supplying the money to 
keep the trade of these countries going. This little item of 1 vote and 
entrusting our whole tariff system and our whole reciprocal-trade 
system to an international body where we have only 1 vote represents, 
I suggest, the very most extreme of delegation that could possibly be 
ims urined, and I suggest that you find nothing authorizing it in the 
Reciprocal Trade Agr eements Act. 

Mr. Brown. It is not correct to say that we have entrusted our 
tariff system to an international organization in which we have only 
1 vote. 

Senator Miturcrn. What is correct ¢ 

Mr. Brown. We have complete, absolute unilateral control over 
what we do about our tariff rates. The articles of the general agree- 
ment which deal with tariff schedules require unanimous consent for 
their change. 

Senator MitirKin. Yes. 
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Mr. Brown. We are the sole judge of what concessions we offer 
and of what tariff concessions we make, and as to whether or not we 
wish to withdraw any of them. In that regard, Senator, we have 
not given power over a single rate to any other country or group. 

Senator Mitiikin. Well, let us test that. From the moment you 
make this concession, what are the different decisions that the con- 
tracting parties can make with respect to it / 

Mr. Brown. With respect to the rates? 

Senator Mitiikrn. Yes. Say we make a concession. 

Mr. Brown. That concession we make of our own free will as part 
of the negotiation, and the contracting parties cannot do anything 
about it. 

Senator Mituikry. In connection with the protection of that rate 
structure you have set up all of these other provisions in GATT. Is 
that right ? 

Mr. Brown. Yes, sir. 

Senator Miurikrn. What are the powers of the contracting parties 
with respect to those provisions which are supposed to protect the 
rate? 

Mr. Brown. With respect to those, they can interpret those provi- 
sions. But, as I say, with respect to our tariff rates they can do 
nothing. 

Senator Kerr. May I ask a question ? 

Senator Minuikin. You are just talking about setting the rates 
initially, are you not ? 

Mr. Brown. Yes, sir. 

Senator Miri. That is all you are talking about, is it not? 

Mr. Brown. Yes, sir: but that is a very important fact, Senator. 

Senator Mintikin. Your answer does not go into all of these other 
things that come into the substance of the rate, such as the value of 
the money, and such as import and export controls, and bilateral 
agreements, over which I think you will admit, will you not, that 
the contracting parties have considerable authority ¢ 

Mr. Brown. They do. Yes, sir. 

Senator Kerr. There is no agreement made with reference to any 
change in our tariff rates except those that we agree to? 

Mr. Brown. That is correct, sir. 

Senator Kerr. Then if extraneous matters are brought in by others 
which may affect that agreement adversely, or if our own position 
changes to the point where we want to make it different and we are 
unable to do so, or unable to bring about a situation that is agreeable 
to us, then we can retire or withdraw and eliminate the concession 
that was made? 

Mr. Brown. We can either do that, or we could do what we wanted 
to and accept compensatory withdrawals on the part of the other par- 
ties affected. 

Senator Miituikin. Now, as to the right of withdrawal, we are the 
promoters of this plan, are we not? 

Mr. Brown. Yes, sir. 

Senator Minin. We really have persuaded the other countries 
to go into it, have we not? 

Mr. Brown. We suggested it. 
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Senator Mmurk1n. Yes. We would have to endure shocking losses 
and shocking dislocations before we would be warranted in pulling 
out, would we not? 

Mr. Brown. I think we would withdraw if we felt it was the wise 
and useful thing to do. But the possibility of our withdrawal would 
be a very serious possibility for all the other countries to contemplate. 

Senator MiuiK1n. Of course it would be, so we would be very 
loath to withdraw in order to protest the run-of-mine decisions that 
might be made against us, would we not ? 

Mr. Brown. That runs both ways, Senator. 

Senator Mini. Well, call it both ways. I am talking about 
the United States. 


Mr. Brown. We would obviously not withdraw unless it was an 
important issue. 


Senator MitirK1n. It would have to be very important, would it 
not ¢ 

Mr. Brown. Yes; but, as I say, we are not necessarily forced to 
the alternative of withdrawing. 

Senator Mmuixr. That is what I am talking about. We would 
adopt every compensatory method available to us. 

Mr. Brown. Yes. Certainly. 

Senator Miniixty. If they were approved by the contracting par 
ties. And, we would do everything else we could, such as negotia- 
tion, to avert our withdrawing, would we not ? 

Mr. Brown. Of course. 

Senator Miniikin. That means, since we are the promoter and 
since the hopes for the success of the thing rest on us, we would not 
be in a position to take advantage of the aggregate of lesser issues as 
they accumulated, would we? 

Mr. Brown. Obviously we are not going to withdraw from this 
agreement unless there is an important issue involved, and our ex- 
perience has been, and our expectation is, that as far as the lesser 
issues are concerned they will normally be resolved in a way which is 
satisfactory to us. That has been the experience so far, and we ex- 
pect it to continue to be the experience. 

Senator Miiii«kin. The decision to withdraw certainly could not 

rest on small grounds, or out of pique, or matters involving loss to us 
which were not very, very heavy 

Mr. Brown. We would not take that decision lightly, and I would 
hope we would never make an important decision out of pique. 

Senator Minirkin. So when we talk about the power of withdrawal 
as far as the United States is concerned—the promoter of this or- 
ganization, which has perhaps the largest interest in it—it is more or 
less of an abstraction, is it not ? 

Mr. Brown. I do not think so, sir. 

Senator Mirtrkin. Then you define it. 

Mr. Brown. I have done so. We have the ultimate power of with- 
drawal, and that is a very important sanction as far as the other 
countries are concerned, because they are very much interested in the 
maintenance of this agreement, so far as we are concerned, and others. 
Therefore, if you got to an important issue we have, in addition to 
our normal influence in the picture, a very important sanction which 
we can use and which the others would not like to see us use. 
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Now all of this discussion has been based on a sort of general as- 
sumption and unexpressed assumption—and certainly it has been in 
my answers, as I am answering the questions—it is implied we are 
always going to stand alone in this matter and be outvoted, which just 
isnot the experience. It has not happened to date. 

Senator Miri. If it only happens once in an important matter, 
though. 

Mr. Brown. If it only happens once in an important matter then 
we can withdraw. 

Excuse me, sir, but I would like to make this point. 

Senator Minin. Go ahead. 

Mr. Brown. It just is not in consonance with the facts to imply that 
we are always alone and that nobody supports us, and that we are 
ganged up on and we are being outvoted. That is just not the ex- 
perience that we have had, nor ‘do w > anticipate it. We do not take 
unreasonable positions, and we find support for reasonable positions. 

If you should get to the situation where there is a basic and im- 
portant difference in which we find ourselves alone in an untenable 
position, then we are in the position to withdraw. 

Senator Mitiiin. And if we withdrew, what would happen to 
GATT? 

Mr. Brown. I do not know whether the other conan would want 
to maintain it or not. I think they might very well; but, of course, 
one of the most important elements in it would be missing. 

Senator Minurxry. Would not the history of it in your judgment 
be the same as ITO? If we withdrew, it finishes? 

Mr. Brown. I do not know, sir. 

Senator Minzixrn. You would not preclude that possibility, would 
you ¢ 

Mr. Brown. Of course, I would not preclude the possibility, but all 
I can say is 

Senator Mitirkin. Do you not think it would be likely to happen ? 

Mr. Brown. No, sir 

Senator MiLurKin. Just as in the case of ITO? If not, why not? 

Mr. Brown. Because, as I have pointed out before in this testi- 
mony, out of some 45,000 or 50,000 concessions which have been ne- 
gotiated in the course of GATT, there are only about 4,500 cases 
granted by us. Those other concessions are of importance and interest 
to the other countries in their trade with each other. A much larger 
proportion of trade of the countries in GATT is with each other 
than it is with the United States. Therefore, I think there would 
be a very good likelihood that, if we should withdraw, the agreement 
might be continued, at least by a very substantial number of the 
other countries. 

Senator Kerr. Is it possible, Mr. Brown, that other international 
agreements which in the minds of some are promoting better under- 
standing, and therefore providing improved opportunities for peace, 
may have been encouraged by the success of the General Agreement 
on Tariffs and Trade that has been deve ‘loped i in this program ? 

Mr. Brown. We have always felt, Senator Kerr, that it was very 
important to build up the trade rel: itions between friendly countries, 
and that, if those relations were established, the combination of the 
closer contacts that come about through those trade relationships and 
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the increased economic strength and stability that comes from them 
would make for a stronger structure of the friendly world. 

Senator Kerr. I am thinking of the Schuman plan and wondered 
if it might be possible that what seems to be a very wholesome and 
maybe successful effort to bring about a beneficial working agree- 
ment between the nations of Western Europe might possibly have 
received an impetus from the successful operation ‘of our reciprocal- 
trade program. I would suggest you speak only as a layman and as a 
matter of your own personal opinion. 

Mr. Brown. There have been a number of important and construc- 
tive efforts in the trade-liberalization field since the war. I think it 
would be fair to say that they interact upon one another, and when 
one seems to be succeeding it encourages the development of others. 
This one was the first, and you had “the OEC trade liberalization 
program next, and then the Schuman plan came along. I think it 
would be difficult to make a specific tie-in between those things, but 
they are all part of a climate of endeavor and of effort. 

As you know, success leads to success and new effort. 

Senator Minurkinx. Schumann is a citizen of what country ¢ 

Mr. Brown. He was the foreign minister of France. 

Senator Minuixin. And where has the opposition arisen as to the 
Schuman plan? 

Mr. Brown. That again I am not qualified to comment on, Senator. 
I have not followed it in detail. 

Senator Minuikin. I would suggest that there has been considerable 
opposition from Great Britain. 

Mr. Brown. Yes. 

Senator Minuiki1n. And I suggest that there has been considerable 
opposition from Germany. 

Mr. Brown. That is correct. 

Senator Mitiikin. And so far the existence of a reciprocal-trade- 
agreement system has had no effect whatsoever on the promulgation 
or promotion, or the ultimate success—if it is to be successful—of the 
Schuman plan. 

Senator Kerr. The German representative has agreed to it, has 
he not ? 

Mr. Brown. Yes. All six countries have initialed it. 

Senator MituiKkin. Great Britain has now agreed / 

Mr, Brown. They were not in the negotiations. They did not 
participate. 

Senator Miruikin. No; but they have a very important situation 
in the Ruhr which has a very important bearing on the success of the 
Schuman plan. They have not yet agreed for that. 

Mr. Brown. No, sir. They have not participated in the negotia- 
tions at all, as I understand it. 

Senator MILirkin. Now, as to the single vote per nation under 
GATT, what percentage of the vote do we have in the Monetar y Fund? 

Mr. Brown. About 30 percent. 

Senator MiuirKk1n. There our financial strength receives some recog- 
nition ? 

Mr. Brown. Yes, sir. 

Senator Mititrkin. Why should not our trade strength have re- 
ceived some in GATT? 
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Mr. Brown. Our original proposal was that there should be one 
country, one vote. We feel in these matters that is the best way to 
handle it, that you proceed on the basis of your case and the way you 
present it, and vou do not get agreements by force and by the use of 
weighted votes in this field. 

Another difficulty, of céurse, is the practical difficulty of how on 
earth you figure out a weighted vote in matters of trade. 

Senator Miniikiy. Do you not have a weighted vote under GATT 
in one particular ? 

Mr. Brown. The only thing I can think of is possibly the require- 
ment that the countries accounting for 85 percent of the trade must 
put the agreement definitively into effect before it becomes effective. 

Senator Mitiikin. That is quite important, is it not? 

Mr. Brown. That is just another way of saying you must get most 
of the countries to give it effect before it becomes effective. 

Senator Mintiikin. Yes: and it also gives weight, nation by nation, 
according to the trade strength assigned to the particular nation, does 
it not ¢ 

Mr. Brown. That is correct. Yes, sir. 

Senator Mitirkin. Now, what strength has the United States on the 
Security Council of the United Nations? 

Mr. Brown. One vote. 

Senator Miniikin. Out of how many? 

Mr. Brown. It is seven or nine. 

Senator Minirkin. It is 7 or 11, is it not; or, is it 7 and 5? It 
makes 11 altogther, but the rotating countries—— 

Mr. Brown. It has one vote and a veto; and in the General Assembly 
of the United Nations, in which there are a great many countries, we 
have one vote. 

Senator Minuikrn. And Russia has four. There are some other dis- 
proportionate representations there too, are there not? We are talk- 
ing about the Assembly. 

Mr. Brown. Yes, sir. 

Senator Minnikin. Russia has four votes in the Assembly, has it 
not ¢ : 

Mr. Brown. Russia and its satellites. 

Senator Mintirkin. And we have one? 

Mr. Brown. Yes, sir. 

Senator Miturkin. Coming back to the Security Council, we have 
one vote and we do have the power of veto. My point is that in other 
international agreements we have not always reduced ourselves to 
where we have only one vote out of how many now in Torquay? 
And, how many in Annecy ? 

Mr. Brown. There are, I think, between 36 and 39 at Torquay. 

Senator Minirkin. One out of 36 or 39? 

Mr. Brown. Yes. We are not in the least afraid of going into an 
international meeting with one vote. 

Senator Miturkin. You may not be afraid, Mr. Brown, but there 
are a lot of people in the United States who, if they knew the facts, 
might be afraid. 

Mr. Brown. Yes, sir. But not if they knew all the facts. 

Senator Mitirq1n. That might be a consideration, and a prudent 
counselor never allows the possibility of the cards being stacked 
against his clients. 
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Mr. Brown. No, sir, and that is why we can always withdraw. 

Senator Mitzi1kin. You do not take a client who has, let us say, 30 
percent of the chips and allow someone with 1 chip to take the pot or 
to make a combination. I have no doubt that you have confidence 
that with one vote we can carry out the public policies of the United 
States in this particular organization. I do not doubt that you 
think that—and maybe that has happened in the past. I am not 
arguing whether it has or has not now. I am simply suggesting that 
a prudent counselor never allows the deck to be stacked against his 
client to that extent because you never can tell—especially when this 
country has the most desirable market in all of the world, and the 
most desirable money in all of the world. 

Now, will you tell us again, Mr. Brown, those measures that you 
do intend to bring to the Congress for approval in order to iron out 
what you believe are the conflicts between GATT and the existing laws 
of the United States? 

Mr. Brown. I was looking to see, Senator, whether we had put in the 
record of this case the memorandum stating the cases in which the pro- 
visions of the GATT would not be consistent with our laws. 

Senator Minirkr. I think you did that 2 years ago. I wanted to 
bring the situation up to date. 

Mr. Brown. It would be the same. 

Senator Minirkin. It would be the same ? 

Mr. Brown. Yes, sir. 

Senator Miturkin. None of those laws have been passed ? 

Mr. Brown. No, sir. 

Senator Mini1x1n. Could you give us a rough idea of the subject 
matter ? 

Mr. Brown. Yes, sir. Most of them are in the field of customs 
procedures. 

Senator Mirurmkrn. Yes, sir. There are several others. I recall 
something about tobacco seed and printing, and a few other things. 

Mr. Brown. Yes, sir. 

Senator Mriirxrm. But when you get those passed, if you get them 
passed, then in your opinion we ‘will be in accord with the provisions 
of GATT. Is that correct ? 

Mr. Brown. Yes, sir. We owned then believe the provisions of 
GATT to be in accord with our laws. 

Senator Minurkin. Why have you been unwilling to submit the 
complete GATT to the consideration of Congress? 

Mr. Brown. I have nothing to add to what I have said this morning. 

Senator Mitirkry. Sir? 

Mr. Brown. I have nothing to add to what I said this morning on 
that subject. 

Senator Minrrki. I do not mean to encumber the record with use- 
less repetition, but what was your answer, if you could state it briefly, 
to that question ? 

Mr. Brown. I said this was in our opinion an executive agreement 
which the President had authority to agree in and to put into effect 
with the exceptions of these changes which we have just been dis- 
cussing, and which, if it is not in the record, I will see that the memo- 

randum is put in. 

(The information referred to appears in subsequent testimony. ) 
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Senator Miturk1n. Why do you submit any laws to the Congress? 
You have mentioned that several would be coming along, and that until 
we have those we will not be in harmony with GATT. Why do you 
submit any ? 

Mr. Brown. Because we would like to put certain provisions of the 
GATT into effect and we do not feel we have the authority to do so 
under our laws. 

Senator Minzikin. Why not? 

Mr. Brown. Because our laws are different from the provisions in 
the GATT? 

Senator MituK1n. In those respects ? 

Mr. Brown. Yes, sir. We, of course, are bound by our laws. 

Senator MituiKin. With respect to the subject matters covered by 
the bills which you hope to get through Congress ¢ 

Mr. Brown. Yes, sir. 

Senator Mitu«rn. Our laws are different / 

Mr. Brown. Yes, sir. 

Senator MILLIKIN. You are speaking of our statutory laws? 

Mr. Brown. Statutory. 

Senator Minuikin. There is a conflict between our statutory laws and 
the laws that you feel are nececessary to make GATT fully effective, so 
far as we are concerned / 

Mr. Brown. No, sir. 

Senator Kerr. I wonder if it would be more correct to say that at 
this time there is a conflict in certain provisions of GATT with our 
present law which you hope to resolve by the enactment of such legis- 
lation as will do that, in the event Congress sees fit to do so? 

Mr. Brown. That is correct, sir. 

Senator Mituikin. And those laws have not been enacted ? 

Mr. Brown. No, sir; and the provisions of GATT are not being 
observed by us. 

Senator Mitiikin. As to those particular laws? 

Br. Brown. That is correct, sir. 

Senator Mititikin. Now, will you cite the provision—and I think 
it is in the Annecy protocol—so that we can get the exact language 
before us as to the conflict between GATT and local laws? Do you 
have that handy‘ Could you quote it? 

Mr. Brown. Yes, sir. Leaving out the recitation of the countries, 
what the protocol says is that, “the governments”—and then it lists 
the countries, including the United States of America—undertake to 
apply provisionally on and after January 1, 1948, parts I and III of 
the General Agreement on Tariffs and Trade, and part I1 of that agree- 
ment to the fullest extent not inconsistent with existing legislation. 

Senator MILiikin. So the limitation there is as to existing legisla- 
tion. Is that correct? 

Mr. Brown. Yes, sir. 

Senator Mititikin. What about the constitutional powers ? 

Mr. Brown. I do not understand your question. 

Senator Minzikin. Well, we have a law, or we hope to pass a law 
represented by a bill before us. That would be a law when it passes. 
We also have the Constitution. Does that refer to the constitutions 
of the nations as well as the statutory law ? 

Mr. Brown. I think it would. 
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Senator Mitur«kr. You are unwilling then to present the whole 
of GATT to Congress so that it might not only compare GATT against 
existing laws, but also against the ‘Constitution ? 

Mr. Brown. I have given you the answer on that, Senator. I can- 
not add anything to it. 

Senator Mitirkrn. You have nothing to add to that answer? 

Mr. Brown. No, sir. 

Senator Minurkin. What about future laws of Congress? 

Mr. Brown. The answer to that question is that if the Congress 
should pass legislation in the future that was inconsistent w ith the 
GATT, they would put the United States in the position of violating 
the GATT. 

Senator Minzixrn. And you feel that the President is warranted 
in making future executive agreements which in themselves might 
conflict with future laws of Congress? 

Mr. Brown. That has been the situation with respect to all of our 
trade agreements since the beginning, Senator. 

Senator MitirK1n. Now, let me ask you to specify country by coun- 
try the provisions of GATT which are considered in violation of the 
legislation or the constitutions of the various members of GATT? 

Mr. Brown. I do not think I have that information. 

Senator Minir«r. Is it anywhere ? 

Mr. Brown. It would be a difficult research job to get it. 

Senator Mriir«1n. You do not believe that it exists anywhere? 

Mr. Brown. I doubt it it is compiled in any one place, Senator. 

Senator Miturkry. Do not the contracting parties, as such, know 
the field of conflict ? 

Mr. Brown. I do not think so. 

Senator Mitirkin. And we do not know? 

Mr. Brown. No, sir. We have not run into any difficulties on that 
problem as vet. 

Senator Minir«k1n. I am not speaking of difficulties, but I am asking 
you whether we know. 

Mr. Brown. I said no, sir, we do not know, and then I added that 
that fact has not caused us difficulty to date. 

Senator Miiurkr. Will you provide us with a list of the legisla- 
tion which has been introduced by other members to resolve conflicts 
of that kind between their local legislation, and the constitutions, 
and the terms of GATT? 

Mr. Brown. The way in which other countries deal with agree- 
ments of this kind varies widely. Some of them present the whole 
agreement for ratification. Others oper ‘ate under a complete delega- 
tion of power. I believe that we have information which I could 
provide stating how those things are handled in each of the countries. 

Senator Muaikcn. That information, I believe, was given us 2 
years ago. 

Mr. Brown. I think so, Senator. 

Senator Miniikinx. But I am asking you now whether we have a 
list of the legislation which has been submitted within the various 
member States for the purpose of passing laws or making consti 
tutional amendments that would resolve these conflicts we are talking 
about ¢ 


Mr. Brown. I would have to check that for you, and T will. 
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Senator Mrii1x1n. Will you let us know in the morning whether 
there are such lists, and if there are, and if you have them, will you 
produce them ¢ 
~ Mr. Brown. I will be glad to, sir. 

Senator MiiurK1n. So that as of this moment you do not know how 
much of GATT is effective ! 

Mr. Brown. Not down to the last detail. No, sir. 

Senator Miuurkin. Well, even short of the last detail. I mean, if 
vou do not know what the other states consider to be the field of con- 
flict, and if you do not know what legislation they have introduced 
and passed to remedy the conflict, and what legislation they have 
pending, I suggest that you do not know the contents of GAT" r. Am 
| correct on that ? 

Mr. Brown. No, sir. 

Senator MrturKrn. Would you mind correcting me? 

Mr. Brown. We know how the things are working under the GATT, 
and we have not found that there has been any difficulty caused by 
the possible conflicts with other legislation; and, since that is the 

‘ase we have not gone to the trouble of looking into the laws of every 
other country to find out precisely where there may be inconsistencies 
between the provisions of the GATT and their existing legislation. 

Senator Minin. You are discussing, Mr. Brown, how things are 
working. I am discussing how they are authorized to work under 
GATT as reconciled by the various countries. There is a difference. 

Mr. Brown. On that latter point I am ignorant. 

Senator Minitrmkin. Now, GATT is an agreement. You said so in 
earlier testimony that GATT is an agreement, in answer to a question 
by Senator Kerr. How can you say it is an agreement when the 
terms of it are unknown ¢ 

Mr. Brown. Most of the terms of it are known. 

Senator Minuixin. If you do not know those fields where there is 
conflict and where there has been no reconciliation of the conflict, how 
can you say the terms are known ? 

Mr. Brown. There is the agreement. [Holding copy of GATT. | 
Only some parts of that agreement are not in effect. 

Senator Kerr. Would you say, Mr. Brown, that the agreement 
might be divided into three parts? One, that about which on 1S 
no question in the minds of those who made it as to its identity; one 
part that about which the parties who made it are certain that the 
provisions must be approved by legislation; and then a limited portion 
of it that might be described as in the twilight zone of doubt as to 
whether or not it is absolutely clear that it is in one or the other of 
the two other r parts? 

Mr. Brown. That is correct, sir. We have an agreement. There is 
10 doubt as to what the agreement is. Everybody knows what the 
text of the agreement is. There are some parts of it which are not in 
effect for some countries and some parts which are not in effect for 
other countries. 

Senator Miiur«in. What I am asking is for you to tell us the status 
as to those three divisions of Senator Kerr's, or any other divisions 
that you might suggest between that which is identically ap proved by 
ill of the parties and that which remains to be approved or is in the 
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process of being approved. I would like to have that specified pro- 
vision by provision in GATT. 

Mr. Brown. That would take a very long time and great deal of 
work. 

Senator Minin. It would take a long time to do because you do 
not know, as you stated a while ago. 

Mr. Brown. That is correct. 

Senator Minirkrn. I repeat, when you. are talking about an agree- 
ment how can you say that you have an agreement when you cannot 
tell what parts of it have been approved by the approving parties 
necessary to approve it, and when they can pick and choose between 
what they will and will not accept? Did you ever hear of an agree- 
ment of that type? 

Mr. Brown. We know what the agreement is, and we have all 
agreed that it need not be fully applied by everybody ; and, we know 
where there have been cases in which it has been felt that the agree- 
ment has not been applied. I can think of one case where the argu- 
ment was made that the reason it was not being applied in that 
particular case was because it was inconsistent with existing legis- 
lation. In that case we were satisfied that the point was well taken. 

Now, we have not had occasion to have many cases—I cannot think 
of any other at the moment—in which the problem of whether a par- 
ticular provision of the agreement is or is not inconsistent with the 
local legislation of a particular country has come to have any prac- 
tical significance. So, we have not gone through the job of compiling 
all the possibilities inherent in Senator Kerr’s three alternatives— 
which are a good description of the situation—because it has not been 
a practical necessity. 

The great bulk of the agreement has been in effect, and it has been 
wor king for most of the countries. 

Senator Mitiikin. I repeat my question. You do not know those 
parts of the agreement which are in conflict in the various countries 
with local legisl: ation there, or their constitution, do you? 

Mr. Brown. Not in any detail. No, sir. 

Senator Mirir«rn. Do the other countries know any more about it 
than you do? 

Mr. Brown. I should think each one of them probably knows, just 
as we know the situation with respect to our laws. 

Senator MmtrKin. But they do not know as to the other countries. 

Mr. Brown. Whether they do or not I do not know, sir. 

Senator Mixuixrn. But as to the United States we do not know 
which of these conflicting provisions, where there are conflicts, have 
been ironed out by the member states? 

Mr. Brown. We could probably, without too much trouble, find a 
number of major areas in which there are not many conflicts, and we 
might be able to find some cases in which there may be, but do do a 
comple te job of the kind you suggest would be a considerable research 
job and I do not know how much in the way of results it would give. 

Senator Minirkrn. Roughly speaking, excepting the classifications 
which have been made by Senator Kerr, you do not have any classifica- 
tion of that kind, or any other kind, available to you at the present 
time, do you? 
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Mr. Brown. No, sir, but if you would like me to I would be glad to 
check and see what information we could provide. We might be able 
to provide something that would give a rough approximation. 

Senator Mriurkin. Are you prepared to say that all conflicts in 
all of the member states, between the terms of GATT and the legis- 
lation of these states, have been resolved ¢ 

Mr. Brown. No, sir. 

Senator Mriiurkin. So you do not know what is in the agreement, 
do you? . 

Mr. Brown. Yes, sir. 

Senator Mitiik1nx. You know what is in that piece of paper that is 
before us but you do not know how much of it has been accepted, 
do you? 

Mr. Brown. Not in detail. No, sir. 

Senator MitirK1n. Sir? 

Mr. Brown. Not in complete detail. No, sir. 

Senator Mitirkin. What do you mean by “complete detail?” 

Mr. Brown. Would you like me to submit a statement tomorrow 
morning in which I could check on our knowledge and see whether I 
could give you a more responsive answer ¢ 

Senator MinuiKkin. Certainly. I willask youagain. I believe you 
were trained as a lawyer. I do not know whether you practiced it 
but you were trained as a lawyer, were you not ! 

Mr. Brown. Yes, sir. 

Senator Mitzik1y. Did you ever hear of such a term as a meeting 
of the minds between parties to an agreement ¢ 

Mr. Brown. Yes, sir. 

Senator Minuikin. Did you ever hear of a contract where one party 
to it could pick and choose the parts of the contract that he decided 
were effective as against him, and other parts that he decided he could 
not accept; and a contract of the size of this one with many parties 
involved, where each one can accept those parts which he be lieves do 
not conflict, and which he must pass on a contingent basis subject to 
the decisions of legislatures as to whether the conflicting parts will be 
resolved, and would you say that where you have that kind of 
situation that you have an agreement ? 

Mr. Brown. Yes, sir. 

Senator Mitiikin. Where did you study law, Mr. Brown. 

Mr. Brown. I said we have an agreement, and I think that—— 

Senator Minzikin. You have something called an agreement. 

Mr. Brown. I do not think, Senator, that is a fair picture of the 
situation, if you will permit me to say so. 

Senator Minzixry. Then let me ask you a question, and you can 
expand on that. 

Mr. Brown. Thank you. 

Senator Mitii«k1n. You call it an agreement, and you call it a con- 
tract because you refer therein to the contracting parties. Now, I ask 
you again if you ever heard of a valid contract where the parties 
to it had the choice of picking and choosing between the parts while 
it was provisionally effective? 

Mr. Brown. That, of course, is not an accurate descr iption of the 
situation. 

Senator Minii«ry. All right. Now you give us a description. 
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Mr. Brown. We have here an agreement the great bulk of which 
for all parties in an agreement which is consistent with their laws, 
and which they are able to put into effect. 

Senator Minir«rn. All right. Now, will you put into the record 
that great bulk on which all have agreed and on which there is no 
conflict ? 

Mr. Brown. I will do my best, but I do not think I can give you a 
specific list of each article of the GATT and the conflicts that maj 
exist in respect of each country, but [will do the very best I can. 

(Reference is made to the above in subsequent testimony.) 

Senator Mitir«1n. Then you are stating a matter of opinion, which 
you have a right to state, but you cannot document that opinion as 
of now? 

Mr. Brown. That is correct, sir. 

Senator Mriuix1n. And you cannot document those cases where the 
nations themselves have determined that there are conflicts and have 
or have not taken steps to resolve them. Is that correct? 

Mr. Brown. Yes, sir. 

Senator Minxirkrn,. I have reached another chapter, Mr. Chairman. 
Off the record. 

(Discussion off the record.) 

Senator Kerr. We will recess until 10 o’clock tomorrow morning. 

(Whereupon, at 4:20 p. m., the hearing was adjourned until 10 
a. m., the following day, Wednesday, March ‘ 21, 1951.) 
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WEDNESDAY, MARCH 21, 1951 


Untrep States SENATE, 
CoMMITTEE ON FINANCE, 
Washington, D. C. 

The committee met, pursuant to recess, at 10 a. m., in room 312, Sen- 
ate Office Building, Senator Walter F. George (chairman) pre- 
siding. 

Present: Senators George, Kerr, Frear, Millikin, Taft, 
Williams. 

Also present: Mrs. Elizabeth B. Springer, chief clerk, and Serge 
Benson, minority professional staff member. 

The CuarrMan. The committee will come to order. 

Senator Magnuson, we will be glad to hear you first this morning. 

Senator Magnuson. Thank you. 

The CHatrman. You have an amendment which you have offered ? 


and 


STATEMENT OF HON. WARREN G. MAGNUSON, UNITED STATES 
SENATOR FROM THE STATE OF WASHINGTON 


Senator Magnuson. Yes; Mr. Chairman and members of the com- 
mittee. 

This amendment we are submitting to the committee is one that is 
quite familiar to the Senate, and I guess to the members of the com- 
mittee, too. It is known as the Magnuson-Morse amendment, which 
relates to section 22 of the Agricultural Act, as it affects the making 
of trade treaties. 

Your committee will recall that last year the matter was passed 
by the Senate and was presented to the Senate in the session prior 
to that; but the amendment before the committee now, which I will 
submit here, propose an addition of a section 9 to the reciprocal- 
trade bill. 

In reality the amendment is a complete substitution for section 22 of 
the AAA Act of 1938, as amended. 

Most members of this committee will recall that this was also 
submitted last year as an amendment to the Commodity Credit Cor- 
poration bill. 

Likewise, I am sure, most of us, most Senators, will remember an 
identical amendment offered to the so-called Anderson farm bill 


1175 





























































































































































































































1176 TRADE AGREEMENTS EXTENSION ACT OF 1951 







in the first session of the Eighty-first Congress. Still others may re- 
member an amendment of similar nature sponsored in 1948 during the 
second session of the Eightieth Congress. 

Just to refresh our minds as to the fate of these various attempts on 
my part to make section 22 of the AAA the effective tool that was 
intended, in the Eightieth Congress, the amendment was defeated by a 
substantial major ity. 

In the first session of the Eighty-first Congress the most important 
section of the amendment was finally _adopted by a vote of 44 to 28. 
The amendment, however, was lost in conference between the two 
Houses on the Anderson farm bill. 

The contention was at that time—I think both of you Senators will 
remember—that, first of all, it did not belong on the Anderson farm 
bill, and, second, that we might run into a veto if that section stayed 
in the bill. 

Last year the amendment in toto was adopted unanimously by the 
Senate Agricultural Committee. The Senate adopted it as a portion 
of the Commodity Credit bill without objection. That bill went to 
conference, and, from my point of view, at least, the section was com- 
pletely emasculated. Many of you will recall the attempt that was 
made on June 20, 23, and 26 of 1950 to induce the Senate to reject the 
conference report, and to insist upon language as approved by the 
Senate originally. The vote on our motion to reject the conference 
report on H. R. 6567, the C ommodity Credit bill, ended in a 35 to 35 
tie, and at that time it was broken by the Vice President, so we lost 
the amendment again, 

Senator Minuikrn. Senator Magnuson, under the most favorable 
view that could be put on what happened in conference, from the view 
point of the State Department, they completely reversed the purpose 
of the amendment ; did they not ? 

Senator Magnuson. They completely reversed it; just turned 
right around. 

Senator Minturn. It has always seemed to me, to go back to it, that 
it was subject to a point of order. 

Senator Magnuson. Yes. 

Senator Miniikin. But in any event they brought in something in 
the conference report which, in my opinion, was a violation of the 
conference rules. 

Senator Magnuson. And that point was made very effectively on 
the floor, but I say we had the tie, this 35 to 35 tie vote. 

I want to mention the brief history of these attempts to streamline 
section 22, chiefly to demonstrate the increasing apprehension the 
Senate of the United States has exhibited over the effect of imports on 
farm programs, as authorized by the AAA Act. 

Through persistent efforts, beginning in 1948, we have developed a 
better understanding of the relationship between imports and tax- 
supported domestic farm programs. 

With this preface, Iwould like to turn to a brief discussion of the 
amendment before us. 

As I stated in the beginning, the amendment is, in reality, a com- 
plete substitute for section 22 of the AAA Act of 1938. Section 22 
was designed by its authors to provide a means of protecting domestic 
agricultural producers, under certain circumstances . from ruinous 
imports. Its machinery may be invoked through a proc lamation by 
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the President when imports threaten the efficacy of a marketing agree- 
ment, a price-support, school-lunch, export-subsidy, or a similar farm 
program. 

Section 22 has never been the effective safety valve its authors in- 
tended it to be. 

To the best of my knowledge only two sets of domestic farm pro- 
ducers have ever been successful in obtaining the protection of sec- 
tion 22. The two sets of producers were the growers of cotton and 
wheat. 

I have been unable to find a single case in which the producers of a 
perishable agricultural commodity have been successful in obtaining 
action under section 22. Recent experience with imports dictates 
that Congress either makes section 22 an effective tool or write it off 
the books. There is no point in having a safety valve that does not 
work. 

The amendment proposed does two things: First, it streamlines the 
procedural provisions of section 22; second, it reverses the emphasis 
of subsection (f), a section adopted by the Eightieth Congress, and 
amended last vear. 

As to the st reamlining of section 22, here is what the amendment 
does: First, it transfers the fact-finding function from the Tariff 
Commission to the Secretary of Agriculture; thus, the Secretary will 
conduct the investigation of the effect of imports upon agricultural 
programs. 

Second, he will recommend action to the President, based upon the 
facts developed through his investigation. 

Third, if the President concurs in the Secretar y's recommendations, 
he will, by proclamation, impose either an import fee up to 50 percent 
ad valorem, or place a limitation on the quantity that can be imported 
of the commodity involved. 

Senator Miriikin. Could he do both under the language ? 

Senator Magnuson. He could do both. 

Senator Miniikin. Yes. 

Senator Magnuson. The second thing has been done in some cases, 
where they merely put a quota on the amount of stuff coming in. 

Senator Minuikin. But you could have a raise and a quota. 

Senator Magnuson. You could use either method or both. 

Senator MiILtuikin. Yes. 

Senator Magnuson. Under this amendment the Tariff Commission 
would be relieved of the responsibilities now assigned to the Commis- 
sion under section 22 which, of course, is purely an agricultural pro- 
gram. 

The line of action would run from the Secretary of Agriculture to 
the President. It now runs from the Secretary to the P reside nt: from 
the President to the Tariff Commission; and from the Tariff Commis- 
sion back to the President. 

Let me explain briefly the second purpose of the amendment, namely, 
a restatement of subsection (f) of section 22. As adopted by the 
Kightieth Congress, section (f) read: 

No proclamation under this section shall be enforced in contravention of any 
treaty or other international agreement to which the United States is or here- 
after becomes a party. 

That is the end of the section. 

Senator Mitur«r. That was adopted in an agricultural bill? 
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Senator Macnuson. It was adopted in an agricultural bill; yes. 

Last year the Senate unanimously adopted the substitute language 
proposed by this amendment, and I quote that. We just turn it 
around. We say: 


























No international agreement hereafter shall be entered into by the United 
States or renewed, extended, or allowed to extend beyond its permissible termi- 
nation date in contravention of this section, 




















As I stated a few minutes ago, the conferees on H. R. 6567 emascu- 
lated this language, which the Senator from Colorado just mentioned. 
I need not read that section. 

Senator Miuikt. I wish you would read it, Senator. I would like 
to see what it means. I have been trying to find out what it means. 

Senator Magnuson. All right, here is the way it came back from the 
conference. 













































No proclamation under this section shall be enforced in contravention of any 
treaty or other international agreement to which the United States is or here 
after becomes a party; but no international agreement or amendment to existing 
international agreement shall hereafter be entered into which does not permit 
the enforcement of this section with respect to the articles and the countries 
to which such agreement and amendment is applicable to the full extent that 
the General Agreement on Tariffs and Trade, as heretofore entered into by the 
United States, permits such enforcement with respect to articles and countries 
to which such general agreement is applicable. Prescription of a lower rate of 
duty for any article than that prescribed by the General Agreement on Tariffs 
and ade shall not, if subject to the escape provisions of such General Agree- 
ment, be deemed a violation of this subsection. 


The language, of course, is quite complicated, and, to get the full 
sense of the change, here is the controlling portion. Here is the limi- 
tation that the subsection places on the President’s authority under 
section 22 with the complicated phrases left out : 




















































































































No international agreement or amendment to the existing international 
agreement sball hereafter be entered into which does not permit the enforcement 
of this section to the full extent that the General Agreement on Tariffs and 
Trade permits such enforcement. 





























It is easy to see when read, as I have just read it, that subsection 
(f) in its present form makes section 22 in its entirely subordinate to 
the General Agreement on Tariffs and Trade; and so the amendment 
we propose goes back to the original language when we say that— 
they shall not ‘make, extend, or renew such tre¢ ities j in contravention of the section. 


Senator Minuikrn. May I ask you again—— 

Senator Magnuson. Yes. 

Senator Mit.iK1n,. That is a complete reversal of the amendment as 
it came from the Agriculture Committee. 

Senator Magnuson. Yes; in my opinion it was. 

Senator MILurKINn. It is a complete reversal of the Senate vote. 

Senator Magnuson. Of the Senate vote; unanimous vote. 

Senator Miui«rn. Yes. 

Senator Magnuson. If the amendment I propose is adopted it will 
restore section 22 to its predominant position. 

Senator Min.rK1n. Let me ask you just one more question, so that 
the record may be clear. I think you and I understand this, but I 


think it ought to be in the record. 
Senator M AGNuson. Yes. 


Senator Miri. That derives by action from a conference com- 
mittee. 
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Senator Maenuson. By a conference committee; correct. 

If the amendment we propose is adopted it will restore section 22 
to its predominant position with respect to trade agreements, and I 
believe this is what Congress intended. 

The issue here is simple, namely, shall the protection to agricultural 
producers and programs provided in section 22 be abrogated by an 
international trade treaty or trade agreement, or, put in another way, 
shall the United States Government, on the one hand, say to the 
farmers of the country, “We have provided a safety valve against 
excessive and injurious imports through the medium of section 22,” 
but, on the other hand, say to our foreign friends, “The trade agree- 
ments we are negotiating with you nullify the effect of section 22.” 

In conclusion, section 22 should be streamlined. I have pointed 
out here what we think should be done to streamline it. 

I have some other general statements here on this matter, which I 
would like permission to place in the record, Mr. Chairman. 

The Cuarrman. Yes; you may. 

Senator Maenuson. Along with some statements Mr. Winthrop 
Brown made, so that it can all go in at one place. 

The Cuatrman. Yes; it may go in the record. 

Senator Magnuson. The whole question is either we should repeal 
section 22 or we should make section 22 effective so that the Presi- 
dent can, by direct action or very simple action, prevent the ruinous 
imports that are going to have some effect upon a Government-con- 
trolled farm program, whether it be price support, marketing agree- 
ment, or any other farm program that costs the taxpayers money. 

It does not make sense to have a farm program, on the one hand, 
and allow the State Department to negotiate treaties, on the other 
hand, that either injure or completely nullify it. 

Senator Tarr. I have never understood the status exactly of the 
so-called General Agreement on Tariffs and Trade, which is referred 
to, and made effective, so to speak, in this amendment of (f), sub-’ 
paragraph (f). Under what general authority do you understand 
that such a general agreement which, under this thing apparently 
permit enforcement or not permit enforcement—do you think that 
that is part of the Reciprocal Trade Agreement Act? 

Senator Magnuson. I think that is under the Reciprocal Trade 
Agreement Act, the general authority to enter into such agreements. 

Senator Tarr. If it is part of an agreement, then the whole section 
seems to conflict because it says that no international agreement shall 
hereafter be entered into permitting it, and then it turns around and 
says that the General Agreement on Tariffs and Trade may be entered 
into, 

Senator Magnuson. May be entered into. That is what the Sena- 
tor from Colorado said, completely nullified what we said in the 
Senate. 

Senator Tarr. Unless it says— 
ndependent authority to make general agreements on tariff and trade, outside 
of the Reciprocal Trade Agreement Act— 


and that, I would certainly question. 

Senator Magnuson. And then, Senator Taft, another thing is that 
this is not in violation of the general purposes of our reciprocal-trade 
agreements with other countries because in the Geneva Conference, 
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where they set up a general blueprint for this action they recognized 
the fact that some governments would have, you know, price supports 
or price-supported programs. So that in the beginning all these 
countries knew that we intended to protect a Government program 
against ruinous imports or detrimental imports. 

Senator Tarr. You have read the House bill? Do you regard your 
amendment as superseding the section of the House bill which deals 
with the same subject ? 

Senator Magnuson. We have submitted here a new amendment. 
There was a mistake made down in the drafting room, but this new 
amendment will supersede those others. 

Senator Tarr. I think that was just—I see. We have not got 
copy of that. 

Senator Magnuson. No; it adds a new section. 

Senator Tarr. I wonder whether you substitute this for section 8 
of the House bill ? 

Senator Magnuson. I have not the House bill here with me, but 
this adds a new section. 

The Cuarrman. You deal with section 22? 

Senator Magnuson. Dealing with section 22. 

The Cuarrman. That was in the Farm Bureau Federation recom- 
mendation that section (f) be stricken out. I believe that was the 
recommendation of the Farm Bureau Federation spokesman here. 

Senator Magnuson. Section 8 of the House bill states: 

No reduced tariff or other concessions resulting from a trade agreement shall 
apply with respect to an agricultural— 

yes, I would say that if this amendment were adopted it would take 
care of and supersede the House section 8. 

The CHarrMan. Senator Magnuson, do I understand that this con- 
ference report on (f), as you quoted here on page 5 of your statement, 
is the present law? That became law? 

Senator Magnuson. Oh, yes. 

The Cuatrman. That conference report became law ? 

Senator Maenuson. That is right; it became law. 

The Cnatrman. I see. 

Senator Magnuson. And that was the 35-to-35 vote in which the 
Vice President—we voted to reject the conference report—and the 
Vice President voted to accept it. The conference—they just re- 
versed what the Senate had done, actually legislated in the reverse. 

Senator Tarr. You referred to the Kightieth Congress. Was it 
the Eightieth Congress? 

Senator Maenuson. Well, the original part of subsection (f) of 
section 22 was adopted in the Eightieth Congress. 

Senator Miti1kin. It was part of an agricultural bill. 

Senator Magnuson. Yes. 

The CHARMAN. It did not come to this committee. 

Senator Tarr, This act is now the act of June 28, 1950. 

Senator Magnuson. That is right. 

Senator Tarr. Is that where the battle was? 

Senator Magnuson. That is where the 35-to-35 battle was when 
we—— 

Senator Tarr. I see. 

Senator Magnuson (continuing). Had passed this. 
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Senator Tarr. I mean, the crime was committed by the Eighty- 
first Congress ; that is the point I want to make. 

Senator Magnuson. Yes. I think we will have to say that was 
correct. 

Senator Minurkix. Mr. Chairman, I would like to ask the chair- 
man’s opinion: May a conference committee reverse the meaning of 
an amendment, as a parliamentary matter ‘ 

The CuarrMan. I would not think so, 

Senator Minzikin. This is a complete reversal of what was adpoted 
by the Senate. 

“Senator Magnuson. They use our language but they said, “But 
you do not need to worry about it. It does not mean anything.” 

* Senator Miniix1n. Does not mean anything; and they took you to 
the opposite direction. 

Senator Magnuson. Thank you, Mr. Chairman. I will submit the 
amendment. 

Senator Miniikin. Senator Magnuson, may I make a suggestion 
to you! 

Senator Magnuson, Yes, sir. 

The Cuairman. You have a printed amendment, but you say there 
is an error In it ¢ 

Senator Magnuson. There was an error; there was a technical 
error. This is the new one. 

The CHarrMAN. You are offering the new one? 

Senator Magnuson. Yes. 

The Cuarrman. We will have it in the record and have it printed. 

Senator Magnuson. Yes. 

(The prepared statement of Senator Magnuson, accompanied by 
the comments with reference to the testimony of Mr. Brown, together 
with a brief analysis of conferees’ action on H. R. 6567 follow :) 


STATEMENT OF HON. WARREN G. MAGNUSON, A UNITED STATES SENATOR FROM THE 
STATE OF WASHINGTON 


Mr. Chairman, your committee has before it an amendment sponsored by 
the junior Senator from Oregon, Mr. Morse, and myself. The amendment pro- 
poses the addition of a section 9 to the reciprocal trade bill. In reality our 
amendment is a complete substitute for section 22 of the Agricultural Adjustment 
Act of 1988, as amended. 

Most members of this committee will recall what became known last year as 
the Magnuson-Morse amendment to the Commodity Credit Corporation bill. 
Likewise, I am sure, most Senators remember an identical amendment I offered 
to the so-called Anderson farm bill in the first session of the Eighty-first Congress. 
Still others may remember an amendment of similar nature I sponsored in 1948 
during the second session of the Eightieth Congress. 

Let me refresh your minds on the fate of these various attempts on my part 
to make section 22 of the AAA the effective tool it was intended to be. In the 
Eightieth Congress my amendment was defeated by an overwhelming majority. 
In the first session of the Eighty-first Congress the most important portion of 
the amendment was finally adopted by a vote of 44 to 28. The amendment, how- 
ever, was lost in conference between the two Houses on the Anderson farm bill. 

Last year the amendment in toto was adopted unanimously by the Senate 
Agriculture Committee. The Senate adopted it as a portion of the Commodity 
Credit bill without objection. The bill went to conference and, from my point 
of view at least, was completely emasculated. 

Many of you will recall the attempt. Senator Morse and I made on June 20, 
-5, and 26 of 1950 to induce the Senate to reject the conference report and to 
insist upon the language as approved by the Senate originally. The vote on 
our motion to reject the conference report on H. R. 6567, the Commodity Credit 
bill, ended in a 35-35 tie. The tie was broken by the Vice President who cast 
his vote in favor of adopting the conference report. 





1182 TRADE AGREEMENTS EXTENSION ACT OF 1951 


I mention this brief history of my attempts to streamline and strength: 
section 22 chiefly to demonstrate the increasing apprehension the Senate of th: 
United States has exhibited over the effect of imports on farm programs autho: 
ized by AAA act—as amended. Through persistent effort beginning in 194s, 
we have developed a better understanding of the relationship between import; 
and tax-supported, domestic farm programs. With this preface I turn to 
brief discussion of the amendment before us. 

As I stated at the beginning, our amendment is in reality a complete substitut 
for section 22 of the AAA of 1938. Section 22 of the AAA was designed by it 
authors to provide a means of protecting domestic agricultural producers 
under certain circumstances—from ruinous imports. Its machinery may be 
invoked through a proclamation by the President when imports threaten th 
eflicacy of a marketing agreement, price support, school lunch, export subsidy, 
or similar farm program. 

Section 22 has never been the effective safety valve its authors intended it to li 
To the best of my knowledge, only two sets of domestic farm producers have ever 
been successful in obtaining the protection section 22 is designed to extend. ‘The 
two sets of producers are growers of cotton and wheat. I have been unable to find 
a single case in which producers of a perishable agricultural commodity hay: 
been successful in obtaining action under section 22. Recent experience wit 
imports dictates that the Congress either make section 22 an etfective tool or 
write it off the books. There is no point in having a safety valve that doesn’t 
work, 

The amendment I propose does two things: First, it streamlines the procedur: 
provisions of section 22; second, it reverses the emphasis of subsection (f) 
2a section adopted by the Kightieth Congress and amended last year. 

As to streamlining section 22—here’s what the amendment does: 

First, it transfers the fact-finding function from the Tariff Commission 
the Secretary of Agriculture; thus, the Secretary will conduct the investigation 
of the effect of imports upon agricultural programs such as marketing agree 
ments, school-lunch purchases, price supports, export subsidies, and similar 
programs. 

Second, he will recommend action to the President based on the facts developed 
through his investigation. 

Third, if the President concurs in the Secretary’s recommendations, he w 
by proclamation impose either an import fee up to 50 percent ad valorem, or place 
a limitation on the quantity that can be imported of the commodity involved. 

Under this amendment, the Tariff Commission would be relieved of the re- 
sponsibilities now assigned to it under section 22. The line of action would run 
from the Secretary of Agriculture to the President. It now runs from the Sec- 
retary to the President—from the President to the Tariff Commission—and from 
the Tariff Commission back to the President. 

Let me explain briefly the second purpose of our amendment; namely, a ir 
statement of subsection (f) of section 22: 

As adopted by the Eightieth Congress, subsection (f) reads: 

“No proclamation under this section shall be enforced in contravention of an) 
treaty or other international agreement to which the United States is or here 
after becomes a party.” 

Last year the Senate unanimously adopted the substitute language proposed 
by Senator Morse and me, reading as follows: 

“No international agreement hereafter shall be entered into by the United 
States or renewed, extended, or allowed to extend beyond its permissible termina 
tion date in contravention of this section.” 

As I stated a few minutes ago, the conferees on H. R. 6567 emasculated this 
language by adopting the recommendation of the State Department. The lan 
guage reported by the conferees—which led me to oppose the conferees’ re 
port reads: 

“(f) No proclamation under this section shall be enforced in contravention of 
any treaty or other international agreement to which the United States is or her 
after becomes a party; but no international agreement or amendment to exist 
ing international agreement shall hereafter be entered into which does not pe! 
mit the enforcement of this section with respect to the articles and countries 
to which such agreement and amendment is applicable to the full extent that the 
General Agreement on Tariffs and Trade, as heretofore entered into by the 
United States, permits such enforcement with respect to articles and countries 
to which such general agreement is applicable. Prescription of a lower rate of 
duty for any article than that prescribed by the General Agreement on Tariffs 
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and Trade shall not, if subject to the escape provisions of such General Agree- 
ment, be deemed a violation of this subsection.” 

This language is quite complicated. To get the full sense of the change, let 
me read the controlling portions—leaving out some of the modifying phrases. 

Here’s the limitation that the subsection places on the President’s authority 
under section 22: 

“No proclamation under this section shall be enforced in contravention of 
any treaty or other international agreement to which the United States is or 
hereafter becomes a party ;” " 

So far the wording is identical with that adopted by the Hightieth Congress— 
now, the part added last year: 

“* * * but no international agreement or amendment to an existing inter- 
national agreement shall hereafter be entered into which does not permit the 
enforcement of this section * * * to the full extent that the General Agree- 
ment on Tariffs and Trade, * * * permits such enforcement * * *” 

It is easy to see, when read as I have just read it, that subsection (f) in its 
present form, makes section 22 in its entirety, subordinate to the General Agree- 
ment on Tariffs and Trade. 

The amendment I am proposing goes back to the original Magnuson-Morse 
language and says: 

“No international agreement hereafter shall be entered into by the United 
States, or renewed, extended, or allowed to extend beyond its permissible termina- 
tion date in contravention of this section.” 

If the amendment I propose is adopted, it will restore section 22 to the pre- 
dominant position, with respect to trade agreements, I believe the Congress 
intended it to have. 

The issue here is simple, namely, shall the protection to agricultural pro- 
ducers and programs provided in section 22 be abrogated by an internation 
treaty or trade agreement? Or to put it another way, shall the United States 
Government, on the one hand, say to the farmers of this country: “We have 
provided a safety valve against excessive and injurious imports through the 
medium of section 22,” but on the other, say to our foreign friends: “The trade 
agreement we are negotiating with you nullifies the effect of section 22.” 

In conclusion: Section 22 should be streamlined if it is to be the effective 
tool its authors intended it to be. Subsection (f) either should be reworded, 
or repealed, if we are to be honest with the farmers and taxpayers of this 
country and with our foreign friends. 

At this point I would like to read a few paragraphs from a statement I made 
on the floor of the Senate last year. I quote from the debate on the so-called 
Magnuson-Morse amendment: 

“May I add a postcript—by way of general comment—on my attitude toward 
trade agreements as they relate to the bill I have just introduced. I have con- 
sistently supported trade agreement legislation. I see no inconsistency between 
that action and what I am here proposing. 

“The United States of America has been catapulted into world leadership. 
Reciprocal trade agreements are one of the media through which we seek to 
exercise that leadership. We do this because we believe freer trade will pro- 
mote a higher standard of living in the world and will make a substantial con- 
tribution to world peace. 

“Recriprocal trade agreements cannot be negotiated under Utopian circum- 
stances. We can be idealists and still recognize the hard facts as they exist. 
If we were starting our trade agreement policy with a completely clean slate, 
we could remove all barriers, thereby adding immeasurably to the effectiveness 
of our world leadership, and at the same time avoid wreaking irreparable dam- 
age upon specific industries and, therefore, upon selected groups of our own 
citizens, 

“Unfortunately trade practices and national policies over the last 200 years 
have encouraged patriotic, industrious American citizens to invest their 
energies and finances in enterprises to which the death knell would be sounded 
if a system of complete free trade were instituted world-wide, as of tomorrow 
morning. The practicalities of the situation demand, therefore, that the Con- 
gress and the executive branch, particularly the State Department, approach re- 
ciprocal trade in the light of things as they are. 

“IT am not too much disturbed by the repeated accusations on the part of 
industry that the concessions we grant—as the leading Nation of the world— 
exceed in value the concessions we receive. Such is the price we pay for world 
leadership. I am extremely disturbed, however, over the apparent failure on 
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the part of our negotiators to balance the international good we expect to 
come from a concession granted by us, against the immediate or prospective 
damage such concessions will wreak upon a minor segment of our population. 

“IT do not want to see the United States play the role of Uncle Shylock. 
Neither do I want to see our reciprocal trade program jeopardized by those ar 
dent free traders who fail to recognize that steps toward our ultimate objective 
must be taken in a world where existing industrial and economic patterns de 
mand consideration.” 

Mr. Chairman, there is a mistake’in drafting on the print of the amendment you 
have before you. I would like to submit a corrected draft. The only difference 
between the two is that the one 1 now present, while drawn as section 9 of 
H. R. 1612 nonetheless makes it clear that the statute affected is section 22 of 
the AAA. 

In addition, Mr. Chairman, I would like to submit for the record a_ briet 
analysis of the action taken by the House and Senate conferees last year on 
the commodity credit bill. This analysis is pertinent because it shows how the 
Magnuson-Morse amendment, as adopted by the Senate, Was emasculated in con 
ference. Likewise, it demonstrates at greater length than I have attempted in 
my statement why subsection (f), as now written, renders section 22 subservient 
to the General Agreement on Tariffs and Trade. 

So the record on this subject may be complete, I would like also to have inserted 
in the record a document entitled “Comments Prompted by Testimony of State 
Department Witness, Mr. Winthrop Brown.” The identical statement appears on 
page 391 of the Senate Agricultural Committee’s hearings of last year on S 
2826—S. 2826 was the Senate version of the bill to increase the borrowing author 
ity of the Commodity Credit Corporation. These comments constitute a rebuttal 
I made covering certain statements made by Mr. Brown on this subject before the 
Senate Committee on Agriculture last year. 

I appreciate the courtesy your committee has extended to me and sincerely 
urge your favorable consideration of the amendment I presented. 


PART II-—-COMMENTS PROMPTED BY TESTIMONY OF STATE DEPARTMENT WITNESS, MR, 
WINTHROP BROWN 


Up to the time the chairman closed the hearings on S. 2826, Mr. Winthrop 
Brown was the only witness from the executive branch who appeared to testify 
on my proposal to amend section 22 of the AAA. Mr. Brown confined his testi 
mony entirely to subsection (f). We must assume, therefore, that the State De- 
partment and other executive agencies involved have no particular objection to 
subsections (a), (b), (c), (d), and (e) of the amendment. These are what I 
call the streamlining provisions of the amendment. These are the provisions 
which transfer section 22’s investigative responsibility from the Tariff Commis 
sion to the Secretary of Agriculture. This transfer is made in recognition of 
the fact that the Secretary of Agriculture must deal with “total supply,” in 
devising and administering a price support or similar program and, therefore, 
should have authority over imports paralleling his authority over domestic 
production, 

This year’s 10 million bushels of imported potatoes, added to our 402,000,000 
bushels of domestic production, constitute the “total supply” the Secretary must 
deal with. 

Since there is no apparent controversy over subsections (a), (b), (c), (d), and 
(e), L will confine my remarks as did the State Department witnesses to subsection 
(f). Before going further let me refresh your memory as to the wording of that 
section in the existing law and compare it to the wording contained in m) 
proposed amendment. 

Subsection (f) of section 22, as added by the Eightieth Congress, now reads: 
“No proclamation under this section shall be enforced in contravention of an) 
treaty or other international agreement to which the United States is, or here- 
after becomes, a party.” 

I propose to reverse the emphasis. In the Magnuson-Morse amendment sub- 
section (f) reads: “No international agreement hereafter shall be entered into 
by the United States, or renewed, extended, or allowed to extend beyond its 
permissible termination date in contravention of this section.” 

The State Department witness alleges three major objections to the amend- 
ment. I will list them and then discuss each in turn. Here they are: (1) The 
Magnuson amendment would require renegotiation of all existing trade agree- 
ments; (2) the Magnuson amendment authorizes the President unilateraliy to 
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impose fees or quotas “without limitation”; (8) the Magnuson amendment is 
unnecessary because existing agreements already authorize imposition of fees 
or quotas when circumstances warrant it. 

The contention that my amendment would require renegotiation of all existing 
trade agreements is misleading to say the least, and in those cases where renego- 
tiation might be necessary the situation demands corrective action anyway. 
Let me elucidate. 

This amendment does not change in any way the basic principle of section 22 
of AAA, as it has stood in full force and effect during the entire period in which 
all of our foreign-trade agreements under the so-called Reciprocal Trade Agree- 
ments Act have been negotiated. Trade agreements are executive agreements. 
In such agreements, our negotiators could not legally bargain away the limited 
protection to farm programs contained in this Federal statute. Any provisions 
in trade agreements contrary to section 22, therefore, must necessarily have been 
null and void from their inception. 

Paragraph (f) of section 22 was adopted in 1948. It could not have created, 
therefore, any obligation to the signatories of any trade agreement, that did not 
already exist. The only trade agreements negotiated, signed, and placed in 
effect, since existing subsection (f) was enacted, are those with Haiti and Greece. 
All others were subject to section 22, minus subsection (f). There certainly 
should be no objection on the part of the State Department to correcting past 
errors—to retreat from a position they had no right to take in the first place. 

In the event renegotiation of any existing agreement becomes necessary, only 
that part of the agreement will have to be changed, which is inconsistent with 
the provisions of section 22. If the State Department’s claims—which I will 
comment upon in the next few paragraphs—are true, any change in existing 
agreements required to bring them into conformity with section 22 will be very 
slight. 

The State Department witness contended before this committee that there 
presently exists no legal bar to action by the executive branch in connection with 
imports along lines proposed in my amendment. Specifically the witness said, 
beginning on page 758, and I quote: “* * * the general agreement says that 
we would be free to impose a quota on agricultural imports in any case where 
we are supporting the price of the commodity in this country and where we are 
restricting our own domestic production. 

‘The basis for that agreement, of course, is that where there is a limitation 
on the domestic market, it is fair and right and proper that there should also 
be a limitation on the import. 

“There is also a provision in the agreement which would permit imposition 
of quota at any time, where we are disposing of our agricultural surplus, say, 
in the free lunch or under a stamp plan or any way of that kind as we, I think, 
are doing with some potatoes today; and, finally, in the agreement it would 
permit the imposition of a quota or fee at any time when the imports of the 
commodity were causing or threatening any serious injury to the domestic pro- 
duction.” 


Here, in effect, the witness was paraphrasing article XI of the General Agree- 
ment on Tariffs and Trade. As he frankly admits, article XI authorizes re- 
strictions upon imports through various devices when a country has programs 
in | effect, the purpose of which is—and here I quote: 


‘* * * to restrict the quantities of the like domestic product permitted to 


be marketed or produced or, if there is no substantial domestic production of 
the like product, of a domestic product for which the imported product can be 
directly substituted ; or 

“to remove a temporary surplus of the like domestic product, or, if there is no 
substantial domestic production of the like product, of a domestic product for 
which the imported products can be directly substituted, by making the surplus 
available to certain groups of domestic consumers free of charge or at prices 
below current market level” 

These two paragraphs are from article XI of the General Agreement on Trade 
and Tariffs, paragraph 2, subsection (c). 

Translated into section 22 language these paragraphs say: A signatory to 
GATT may take unilateral action to restrict agricultural imports, if such im- 
ports jeopardize farm programs such as a marketing agreement, direct price 
support, school lunch purchases to reduce surplus, acreage allotments, ete. 

Since provisions in this agreement so nearly conform to what I am 
seeking to accomplish in this amendment, I see no reason why the State Depart- 
ment should object—unless they intend to completely vitiate section 22 in the 
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next round of negotiations. This is precisely what could be done unless su! 
section (f) is repealed or changed. As a matter of fact, the greatest danger o/ 
loss of the limited protection of section 22 lies in what could be written int 
new, extended, or renegotiated agreements. 

To conclude this phase of my discussion—if the protection of section 22 h 
been bargained away in trade agreements, either section 22 should be repeale 
or the agreement should be corrected. If, however, existing agreements co 
form to section 22, then there should be no objection to my amendment on leg 
or moral grounds. In either event, the amendment is a restatement of co! 
gressional intent and should be adopted as a practical means of instructing ou 
trade agreement negotiators as to the boundary within which they must bargain 

There remains one final allegation of the State Department witness whic 
deserves comment. On page 764 of the record of hearings the witness state 
and I quote: “The Magnuson amendment says in effect that we cannot by inte 
national agreement accept any limitation whatever on the type of quota or f« 
or the conditions under which we would impose a quota or fee under se 
ion/22: ee 

Obviously this allegation is a distortion of the facts. Let me read from th: 
amendment itself. I quote that part of section (b) of our section 22 amendment 
which prescribes the limits the President must observe should he decide to 
impose a fee or quota on a particular import. The pertinent provisions 
read: “* * * if he concurs therewith, the President shall by proclamation 
impose such fees not in excess of 50 percent ad valorem, or such quantitative 
limitations * * * as he finds * * * to be necessary * * * provided 
that no proclamation under this section shall impose any limitation on the tota 
quantity of any article or articles which may be entered or withdrawn from 
warehouse for consumption which reduces such permissive total quantity to pr 
portionately less than 50 percent of the total quantity of such article or articles 
which was entered or withdrawn from warehouse for consumption during 
representative period, as determined by the Secretary of Agriculture.” 

Here in the language of the amendment itself is the unequivocal denial of thy 
State Department’s allegation that the Magnuson amendment would require o 
permit imposition of fees or quotas “without limitation.” 

There are further safeguards against indiscriminate use of section 22: First, 
the Secretary of Agriculture must investigate the particular import in question 
He must find it is injurious to the enforcement of a farm program, such as price 
supports or marketing agreements, and he must so certify to the President 
Second, if the President concurs with the facts presented to him by the Secretary 
of Agriculture, he shall take action within the limits I have just recited. HH 
may not impose a fee in excess of 50 percent ad valorem or a quota that would 
reduce imports below 50 percent of the quantity brought into the country during 
a representative period. 

As a matter of fact, the severest criticism that can justifiably be leveled against 
my amendment is that the additional protection it will afford farm programs 
and the producers participating therein is entirely too limited. 

In summary, Mr. Chairman, I have pointed out that the three chief objections 
to this amendment made by the State Department witness, Mr. Winthrop Brow: 
are ill-founded. The amendment would not require renegotiations of all existing 
trade agreements. Existing trade agreements do conform closely to the pro\ 
sions of my amendment and the amendment would not permit the President 
impose import fees or quotas “without limitation.” 

This amendment to section 22, offered by Senator Morse and myself, should 
be adopted by the Congress as a restatement of its intent and as a specific instru 
tion to the State Department and our trade agreement negotiators, as to t! 
boundary within which they must bargain. 

May I remind the committee, by way of postscript, that the National Grang 
National Council of Farmer Cooperatives, American Farm Bureau Federatior 
National Milk Producers Federation, National Renderers Association, Nation 
Apple Institute, Northwest Horticultural Council, Florida Fruit and Vegetab|: 
Growers Association, California Fruit Growers Exchange, California Almond 
Growers Exchange, California Walnut Growers Exchange, Northwest Nut 
Growers, American Hop Growers Association, National Cherry Institute, and 
other farm groups have testified or communicated with this committee in suppo! 
of my amendment. 
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(The following letter was subsequently submitted in connection with 
the above memorandum and is referred to in testimony at page 1276:) 


DEPARTMENT OF STATE, 
Washington, March 22, 1951. 
Hon. WALTER F.. GEORGE, 
Chairman, Committee on Finance, United States Senate. 


DEAR SENATOR GEORGE: At the close of Senator Magnuson’s testimony yester- 
day, he introduced a memorandum commenting on certain statements I had 
made in my testimony before a subcommittee of the Senate Agriculture Com- 
mittee with respect to the Magnuson-Morse amendment to 8S. 2826. 

I enclose a copy of a letter which | wrote to Senator Magnuson on March 28, 
1950, a copy of which I sent to Senator Eliender who was chairman of the sub- 
committee, in which I recognized that I had made an error of fact in my state- 
ment before the subcommittee and in which I made some comments on his 
memorandum. 

I would appreciate it very much if my letter could be inserted in the record 
after Senator Magnuson’s memorandum, 

Sincerely yours, 
Winturop G. Brown, 
Director, Office of International Trade Policy. 
enclosure : 
Copy of letter to Senator Magnuson, March 28, 1950. 
Marcu 28, 1950. 
Hon, WARREN G. MAGNUSON, 
United States Senate. 


DraR SENATOR MAGNUSON: I have read a copy of the statement that you sub- 
mitted to Senator Ellender’s subcommittee of the Senate committee comment- 
ing upon my testimony with respect to your proposed amendment to section 
22 of the Agricultural Adjustment Act. 

Let me say first of all that you are quite correct that my statement on page 
764 of the record, to the effect that under your amendment we could not accept 
“any limitation whatever” on the type of quota or fee which could be imposed 
under section 22, goes too far. In making that statewent I overlooked the limi- 
tation of 50 percent which the present section 22 contains, and I am sending a 
copy of this letter to Senator Ellender so as to make that clear. 

rhe negotiating problem with other countries which would be created by the 
amendment which you suggest nevertheless remains, for under that amendment 
we would be in a position where we would have to go to them and say that we 
uiust reserve the right unilaterally to cut their imports of agricultural products 
in half whenever we felt it necessary to use section 22. 

Your memorandum states that the State Department should have no objection 
to the proposed amendment unless it intends completely to vitiate section 22 in the 
next round of negotiations; that this could be done if subsection (f) remains un- 
changed; and that “the greatest danger of loss of the limited protection of 
section 22 lies in what could be written into new, extended, or renegotiated 
agreements”. 

You may be assured that the Department has not the slightest intention of 
entering into any agreement which would vitiate section 22. Nevertheless, we 
would have no objection to an amendment to subsection (f) which would guard 
against this possibility. 

We suggest that the following language would meet the most important point 
which you have in mind and would at the same time preserve the provisions of 
article XI of the General Agreement on Tariffs and Trade quoted in your memo- 
randum which have been worked out with such difficulty over so many months 
of international negotiation and which we believe permit the effective use of 
section 22 and serve both the export and the import interests of American 
agriculture, 

(Clause to be added at the end of subsec. (f) “but no international agreement 
or amendment to an existing international agreement shall hereafter be entered 
into which does not permit the enforcement of this section with respect to the 
articles and countries to which such agreement or amendment is applicable to 
the full extent that the General Agreement on Tariffs and Trade, as entered 
into by the United States on October 30, 1947, permits such enforcement with 
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respect to the articles and countries to which such general agreement is appli 
cable. Nothing in this subsection shall prevent changes in rates of duty pursuant 
to section 350 of the Tariff Act, as amended.” 

I have submitted (his language to Senator Ellender through a member of his 
staff. 

Sincerely yours, 
WintHrop G. Brown, 

Director, Office of International Trade Policy. 





BRIEF ANALYSIS OF CONFEREES’ ACTION ON COMMODITY CREDIT CORPORATION 
BILL, H. R. 6567 





On Thursday, June 15, House-Senate conferees reached agreement on differ 
ences in the two versions of H. R. 6567. The Senate version of this bill contained, 
as section 3, the so-called Magnuson-Morse amendment. This amendment was 
in the nature of a substitute for existing section 22 of the AAA. 

Section 22 gives the President only limited and only permissive authority to 
deal with agricultural imports. The Magnuson-Morse amendment does not 
expand his authority or make it mandatory. If the facts warrant it, he may 
impose an import fee up to 50 percent ad valorem or a quota not less than 50 
percent of the imports during a representative period. 

Please bear in mind that section 3 of H. R. 6567, the Magnuson-Morse amend 
ment, was adopted unanimously by the Senate Agriculture Committee. It was 
adopted by the Senate without objection, and, after a 3-day floor fight last year, 
similar language was upproved by a vote of 44 to 28. Last year, too, the amend 
ment was lost in conference. 

A subsection “F” was added to section 22 by the Eightieth Congress. The most 
important single provision of the Magnuson-Morse amendment is the substitute 
for this subsection. 

Here is the way subsection (f) now reads: 

“No proclamation under this section shall be enforced in contravention of any 
treaty or other international agreement to which the United States is or here 
after becomes a party.” 

The Magnuson-Morse amendment reverses the emphasis by saying: 

“No international agreement hereafter shall be entered into by the United 
States or renewed, extended, or allowed to extend beyond its permissible termi- 
nation date in contravention of this section.” 

Here is the language the conferees adopted : 

“(f) No proclamation under this section shall be enforced in contravention 
of any treaty or other international agreement to which the United States is or 
hereinafter becomes a party; but no international agreement or amendment to 
an existing international agreement shall hereafter be entered into which does 
not permit the enforcement of this section with respect to the articles and coun- 
tries to which such agreement or amendment is applicable to the full extent 
that the general agreement on tariffs and trade, as heretofore entered into by 
the United States, permits such enforcement with respect to the articles and 
countries to which such general agreement is applicable. Prescription of a lower 
rate of duty for any article than that prescribed by the general agreement on 
tariffs and trade shall not, if subject to the escape provisions of such general 
agreement, be deemed a violation of this subsection.” 

If you will read the underscored portions of this language, you will see why 
it is so objectionable. The net effect is to ratify article 11 of the General Agree- 
ment on Tariffs and Trade—or, to put it another way, the net effect is to make 
section 22 subordinate to article 11 of GATT and to authorize the Department 
of State in any new trade agreements to follow the same pattern. As a practical 
matter, present provisions of GATT nullify section 22. 

The most pertinent part of article 11 of GATT reads as follows: 

“1. No prohibitions or restrictions other than duties, taxes, or other charges, 
whether made effective through quotas, import or export licenses, or other 
measures, shall be instituted or maintained by any contracting party on the 
exportation or sale for export of any product destined for the territory of any 
other contracting party. 

» * * ~ * * * 
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“2. (ec) Import restrictions on any agricultural or fisheries product, imported 
in any form, necessary to the enforcement of governmental measures which 
operate— 


“(i) to restrict the quantities of the like domestic product permitted to 
be marketed or produced, or, if there is no substantial domestic production 
of the like product, of a domestic product for which the imported product can 
be directly substituted; or 

“(ii) to remove a temporary surplus of the like domestic product, or, 
if there is no substantial domestic production of the like product, of a 
domestic product for which the imported product can be directly substituted, 
by making the surplus available to certain groups of domestic consumers free 
of charge or at prices below the current market level; or 

“(iii) to restrict the quantities permitted to be produced of any animal 
product the production of which is directly dependent, wholly or mainly, 
on the imported commodity, if the domestic production of that commodity 
is relatively negligible.” 


Since the net effect of the conferees’ action on H. R. 6567 is to subordinate 
section 22 to article 11 of GATT, it would be far better and certainly more 
forthright to repeal section 22. 

Further action 

The conferees also “comprised out of the bill” the streamlining provision of 
the Magnuson-Morse amendment. The amendment transferred from the Tariff 
Commission to the Secretary of Agriculture full responsibility for developing 
the facts upon which the President would act, in cases where imports threaten 
domestic farm programs. 

Justification for streamling stems from the fact existing machinery is So 
cumbersome as to be totally ineffective—particularly in the case of perishables 
Net effect of conferees’ action is to write into section 22 the procedure presently 
followed under Executive Order 7233, dated November 28, 1935. This ac- 
complishes nothing. 


Senator Minniki~. What I am about to say is technical and might 
be considered caviling, but the agreement that came out of the confer- 


ence committee puts the “general agreement on tariffs and trade” in 
small letters, the technical significance of that being when you mean 
GATT, the organization that has been so much the subject of con- 
troversy if you mean GATT, you capitalize it, and that has more sig- 
nificance than might appear on the surface. 

Senator Magnuson. Yes; than might appear on the surface. 

Senator Miniikin. So you have added something here by capitaliz- 
ing it, which is not in the law itself. 

Senator Magnuson. That is not in the law itself. 

Senator Mitirkin. And technically that might have some signifi- 
cance. I suggest that you leave it out the next time you make that 
particular point. 

The Cuairman. Are there any questions? Thank you very much, 
Senator. 

Senator Magnuson. Thank you very much for the oportunity to 
appear. 

The Cuairman. Mr. Brown, I suppose we are ready for you, unless 
there is somebody else to speak on this amendment. 

We will insert the proposed amendment by Senator Magnuson at 
this point. 

(The proposed amendment referred to follows :) 

Sec. 9. Section 22 of the Agricultural Adjustment Act, as amended (U. 8. C 
title 7, sec. 624), is hereby amended to read as follows: 

“Spo. 22. (a) Whenever the Secretary of Agriculture has reason to believe 
that any article or articles are being or are practically certain to be imported 
into the United States under such conditions and in such quantities as to render 
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or tend to render ineffective, or materially interfere with, any program or 
operation undertaken under this title or the Soil Conservation and Domestic 
Allotment Act, as amended, or section 32 Public Law Numbered 320, Seventy- 
fourth Congress, approved August 24, 1935, as amended, or any loan, purchase, 
or other program or operation undertaken by the Department of Agriculture, 
or any agency operating under its direction, with respect to any agricultural! 
commodity or product thereof, or to reduce substantially the amount of any 
product processed in the United States from any agricultural commodity or 
product thereof with respect to which any such program, or operation is being 
undertaken, he shall cause, on his own motion or on the motion of interested 
producers or processors, an immediate investigation to be made by the appro 
priate officer or agency of the United States Department of Agriculture re 
sponsible for the administration of the affected program, which shall give 
precedence to investigations under this section to determine such facts. Such 
investigation shall be made after due notice and opportunity for hearing 1 

interested parties, and shall be conducted subject to such regulations as the 
Secretary of Agriculture shall specify. 

“(b) If, on the basis of such investigation and report to him of findings and 
recommendations made in connection therewith, the Secretary of Agriculture 
finds the existence of such facts, he shall certify to the President such facts and 
the President shall by proclamation impose such fees not in excess of 50 per 
centum ad valorem or such quantitative limitations on any article or articles 
which may be entered, or withdrawn from warehouse, for consumption as he 
finds and declares shown by such investigation to be necessary in order that the 
entry of such article or articles will not render or tend to render ineffective, or 
materially interfere with, any program or operation referred to in subsection (a), 
of this section, or reduce substantially the amount of any product processed in the 
United States from any such agricultural commodity or product thereof with 
respect to which any such program or operation is being undertaken: Provided, 
That no proclamation under this section shall impose any limitation on the total 
quantity of any article or articles which may be entered, or withdrawn from 
warehouse, for consumption which reduces such permissible total quantity to 
proportionately less than 50 per centum of the total quantity of such article or 
articles which was entered, or withdrawn from warehouse, for consumption 
during a representative period as determined by the Secretary of Agriculture: 
And provided further, That in designating any article or articles, the Secretary 
of Agriculture may describe them by physical qualities, value, use, or upon such 
other bases as he shall determine. 

“(c) The fees and limitations imposed by the President by proclamation under 
this section and any revocation, suspension, or modification thereof, shall become 
effective on such date as shall be therein specified, and such fees shall be treated 
for administrative purposes and for the purposes of section 32 of Public Law 
Numbered 320, Seventy-fourth Congress, approved August 24, 1935, as amended, 
as duties imposed by the Tariff Act of 1930, but such fees shall not be considered 
as duties for the purpose of granting any preferential concession under any 
international obligation of the United States. 

“(d) After investigation, report, finding, and declaration in the manner 
provided in the case of a proclamation issued pursuant to subsection (b) of this 
section, any proclamation or provision of such proclamation may be suspended 
or terminated by the President whenever the Secretary of Agriculture finds and 
certifies to the President that the circumstances requiring the proclamation or 
provision thereof no longer exist or may be modified by the President whenever 
the Secretary of Agriculture finds and certifies to the President that changed 
circumstances require such modification to carry out the purposes of this section. 

“(e) Any decision, finding, or certification of facts and required fees or quanti 
tative limitations of the Secretary of Agriculture under this section shall be final 

“(f) No international agreement hereafter shall be entered into by the United 
States, or renewed, extended, or allowed to extend beyond its permissible termina- 
tion date in contravention of this section.” 


The Cuarrman,. I was not with you yesterday afternoon, and I do 
not know where you left off. 

Senator Kerr. Mr. Chairman, he was to bring up some specific 
answers to some specific questions that were not completed yesterday, 
I believe. 

The Cuarmman. All right then, you may proceed. 
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STATEMENT OF WINTHROP G. BROWN, DIRECTOR, OFFICE OF 
INTERNATIONAL TRADE POLICY, DEPARTMENT OF STATE; 
ACCOMPANIED BY LEONARD WEISS, ASSISTANT CHIEF OF COM- 
MERCIAL POLICY STAFF, DEPARTMENT OF STATE—Resumed 


Mr. Brown. Mr. Chairman, I think there are two questions that 
were asked me yesterday to oe h I have not yet sup plied the answers. 
1 do not have them re addy vet, but I hope to have them by tomorrow 
mol ning. 

Senator Minurkin. One of those had to do with the powers of the 
contracting parties. 

Mr. Brown. Yes, sit 

Senator Mituixin. The other had to do with your future claim of 
power in reference to future legislative action. 

Mr. Brown. No, sir; the other one had to do with the question of the 

iflicts in other countries’ laws with the provisions of the general 
wreement. 

Senator Miniikr1n. You do not have that ready at the present time? 

Mr. Brown. No, sir. 

Senator Mintirkin. I would suggest, Mr. Chairman, that unless the 
witness has some other carry-over matters from yesterday, that he 
address himself to the statement of Senator Magnuson. 

The Cuarrman,. I think he is ready to do that at this time. 

Mr. Brown. Mr. Chairman, I was asked about section (f) of section 
22 at an earlier session in this hearing, both by Senator Millikin and 
Senator Williams, and I think I stated our position at that time, in a 
way to which I have nothing to add. 

Senator Minuixin. The State Department prepared the language 
adopted by the conference committee, did it not? 

Mr. Brown. Yes, sir, at the request of the chairman of the sub- 
committee of the Senate Agriculture Committee, and that language 
appears in the report of the subcommittee, without recommendation. 

Senator Minurkin. Yes, without recommendation. 

Do you agree with the statements of Senator Magnuson that the 
Senate did pass the Magnuson-Morse amendment which would have 
subordinated GATT to the section 22 clause? 

Mr. Brown. Yes, sir. Senator Magnuson’s account of what hap- 
pened is, as I understand it, entirely correct. 

Senator Minurkin. Yes; and that the action that was finally taken 
was taken as a result of conference action ? 

Mr. Brown. Yes, sir. I think the record speaks clearly on that 
point. 

Senator MILurk1n. Yes. 

It is the opinion of the State Department—is it not?—that the 
Congress has ratified GATT. 

Mr. Brown. No, sir. 

Senator Minirk1n. I invite your attention to an affidavit presented 

v Mr. Thorp i in the case of Rodes v. Dean Acheson, Civil Action No. 
hr 49, in the District Court of the United State for the District of 
Columbia, Civil Division. That, you will recall, is an action whereby 
Rodes was claiming that American citizens were being discrimin: ated 
against in various ways in Morocco. Mr. Thorp filed an affidavit in 
that case, and in paragraph 11 he recites the history where he alleges 
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Congress has expressly recognized the necessity of permittting coun 
tries whose economic recovery is a matter of concern to the United 
States to take special measures to protect their foreign-exchang: 
yosition. He winds up that particular paragraph with the following 
anguage : 


The authority to negotiate for the accession of additional countries to this 
agreement has recently been extended by Congress without qualifications (Public 
Law 307, S8ist Cong.) following hearings in which the provisions of the agree 
ment, including those as to discriminations (art. XIV) were examined in detail 
(Finance Committee, Senate, extension of Reciprocal Trade Agreements Act; 
hearings, vol. 2, 1250 ff.). 

Does that not indicate that the State Department considers that 
the Congress has given authority—has approved GATT? 

Mr. Brown. You asked me, Senator, whether we felt that the Con 
gress has ratified the GATT, and I answered “No”; and I think that 
is a correct answer. Ido not think that 

Senator Mitirkin. Give you your meaning of “ratify.” I do not 
want any sparring about the meaning of words. 

Mr. Brown. I do not think that the Congress has approved the 
GATT and all of its provisions? I think there is some general 
approval of what has been done under a delegated authority when 
that authority is renewed. What the measure of that approval | 
I do not know; but I would not claim that the Congress had ratified 
the specific provisions of the GATT. 

Senator Mitirkin. Would you say that Mr. Thorp, who is head of 
this whole economic business, said to the contrary when he said— 

The authority to negotiate for the accession of additional countries to this 
agreement has recently been extended by Congress without qualification, follow 
ing the hearings in which the provisions of the agreement— 
he is talking about GATT— 
including those as to discriminations were examined in detail. 

Senator Tarr. Do they have the word “Millikin” after the words “in 
detail” in parentheses ? 

Senator Miruixty. It should have been. That is in the extension of 
Reciprocal Trade Agreement Act, first hearings. 

Does that not indicate Mr. Thorp’s view that Congress, one wa) 
or another, has ratified, or approved, concurred—or use any synonym 
that you want to—in GATT? 

Mr. Brown. I would prefer to answer that question, Senator, after 
I had examined the entire affidavit. 

Senator Minin. Allright. Will you come prepared to answer it ‘ 

Mr. Brown. Yes, sir. 

Senator Minuixr. As for yourself and your positon in the State 
Department, you do not believe that the Congress has ratified GATT’ 

Mr. Brown. I would stand on my previous statement, sir. 

Senator Mititikin. What was your previous statement ? 

Mr. Brown. Could I ask the reporter to read it, sir? 

Senator Miyikin. You had better not stand on something you can- 
not remember. Go ahead, Mr. Reporter. 

(The reporter read Mr. Brown’s answer. ) 

Senator Miui1x1n. You do not think Congress has ratified 

Mr. Brown. I gave a further statement. Would you mind reading 
the rest of it? 
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(The reporter read the additional statement of Mr. Brown.) 

Mr. Brown. I would like to stand on that statement. 

Senator Minuikin. As was, I think, rather fully developed yester- 
day, and need not be developed in further detail today ; you are aware 
of the caveats of this committee ? 

Mr. Brown. I would like to stand on my testimony yesterday. 

Senator Mitxixrn. Well, never mind yesterday’s testimony. This 
isa new day. I think you gave me an explicit answer to that yester- 
day. Will you answer the question / 

Mr. Brown. I am aware of what has appeared in the committee’s 
reports ; } yes, sir, 

Senator Mirkin. You are aware of what has appeared in the 
debate ? 

Mr. Brown. Yes, sir. 

Senator Mitirkin. Having to do particularly with the time for the 
extension of the Reciprocal Trade Act / 

Mr. Brown. Yes, sir. 

Senator MinirKrn. In relation to the consideration of GATT and 
ITO together? 

Mr. Brown. Yes, sir. 

Senator Minuikin. Yes. 

Why does not the State Department submit the whole GATT for 
the approval of Congress, or for whatever action Congress wants to 
take on it ¢ 

Mr. Brown. I answered that question yesterday, s 

Senator Mituikin. Would you mind—— 

Mr. Brown. I have nothing to add to what I said yesterday. 

Senator Miniikrn. Would you mind repeating your answer of 
vesterday ? 

' Mr. Brown. I said yesterday that this is an executive agreement 
which we believe the President has authority to enter into, with the 
exceptions that I specified yesterday. 

Senator MitiiKIn. Yes. 

Now, you were going to provide us with a full list of those exceptions. 
Will you give them to us now ¢ 

Mr. Brown. Yes,sir. Excuse me for just a moment, Mr. Chairman, 
I have the papers somewhere. 

Senator Mintiikin. Will you give us a general description of these 
laws? 

Mr. Brown. Yes,sir. In general, they are provisions that deal with 
methods of customs valuation, or cases in which we have an internal 
tax which is preferential, and which, if we were to put the GATT fully 
into effect, would need to be changed into a preferential tariff rather 
than an internal tax, and changes of that kind. I have explained each 
one of them, Senator, in answer to your questions, with respect to the 
individual articles of the GATT in the previous hearings, and they 
are all summarized in that document. 

Senator Minurkin. All I want now is a general description of the 
subject matter of the bills which will be offered to iron out what you 
conceive to be the conflicts between GATT and 

Mr. Brown. It is generally matters of the kind I have mentioned. 

Senator MILLIKIN. Sir? 

Mr. Brown. It deals with matters of the kind I have mentioned. 










































































































































1194 TRADE AGREEMENTS EXTENSION ACT OF 1951 





Senator Mitirkry. Well, you have been more specific on previo. 
oceasions, and you have identified the type of the bill, and that is a 
I am asking for. 

Mr. Brown. As I say, it is questions with respect to some of ow 
methods of customs valuation. We have some taxes which, as 1 say, 
involve a preference under the GATT that would not be permitte: 
but we would be able to change that tax into a preferential tax. [i 
has the same effect actually. It is a change in form but not in sub 
stance. 

Senator Tarr. May I ask you a question just to get clarification in 
my mind. Is the authority to enter into GATT—you spoke of an 
executive agreement—is that under the reciprocal-trade authority to 
enter into foreign-trade agreements with foreign governments or is 
it under your idea of a general executive power to make executive 
agreements / 

Mr. Brown. It is principally under the power in the Reciproca| 
Trade Agreements Act, sir. 

Senator Tarr. Just those broad words, to enter into trade agree 
ments with foreigin goverments / 

Mr. Brown. No, sir; there is quite a bit of specific language in 
the act. 

Senator Tarr. Well, as to GATT, did you comply with the things 
to be done in proclaiming modifications of existing duties, and 
forth; did you comply with this act ? 

Mr. Brown. Yes, sir; we have complied with this act. There are 
certain provisions in the GATT which are not in effect because they 
are not consistent with United States laws; and, therefore, we cannot 
apply them fully, and it is those matters that Senator Millikin was 
asking about. 

Senator Tarr. Where they run into specific laws. But have you 
qualified GATT, so to speak, by these proclamations, and so forth, 
that are required for trade agreements under this act ? 

Mr. Brown. Yes, sir. GATT has been put provisionally into effect 
by a proclamation. 

Senator Tarr. By a proclamation ? 

Mr. Brown. By a proclamation in conformity with the require- 
ments of the law. 

Senator Tarr. Then, you claim some parts of it are also justified 
by the general power to make executive agreements / 

Mr. Brown. Yes, sir; and we have submitted a legal memora. 
dum on that point, which is in the record. 

Senator Tarr. I see. 

The Cuarrman. As I understand it, this document here specifies 
those statutory changes which you think Congress must make or au- 
thorize before you could put GATT fully into effect; is that right? 

Mr. Brown. That is correct, sir. 

The CuatrMan. Into full effect. 

Senator Kerr. Another way to ask the question would be that this 
memorandum specifies those provisions in GATT which you think 
cannot be made effective without specific legislation ? 

Mr. Brown. That is correct, sir. 

The Cuarrman. And you have set them all out in this memorandum / 
Mr. Brown. Every one, sir. 
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The CuatrmMan. Every one of them. You put that in the record, 
sir? Has that gone in the record yet? 

Mr. Brown. Yes, sir; I would ask the committee, if it please, to put 
it in the record. 

The CuarrmMan. We will be glad to put it in the record. 

(The memorandum referred to is as follows :) 


UNITED STATES LAWS INCONSISTENT With GATT Provisions 


The substantive commitments of the GATT are based in the main on prin- 
ciples which are already generally followed by the United States. However, 
there are a few instances in which changes in United States laws would have 
to be made in order for the United States to comply fully with the principles 
contained in GATT, and thus to permit the United States to put GATT into 
effect definitively as contrasted with its present provisional application. These 
are stated hereunder, 


ARTICLE I 


Article I requires that each contracting party to the GATT shall, generally 
speaking, give equal treatment to all other contracting parties with respect to 
tariffs and other charges, rules, and formalities in connection with importation 
and exportation. This is the unconditional most-favored-nation principle, which 
since 1923 has been the general policy of the United States in its commercial 
treaties entered into with the advice and consent of the Senate and which is 
embodied in the Trade Agreements Act. As an exception to the general rule, 
article I permits the continuance of certain long-standing preferential systems, 
including those between the United States and Cuba and the United States and 
the Philippines. 

In order for the United States to comply fully with this principle as stated 
in article I, the following minor changes in United States laws would be neces- 
sary: (a) the repeal of a provision in paragraph 812 of the Tariff Act of 1930 
(19 U. S. C. 1001, par. 812) which provides for the forfeiture of liquors in any 
sized casks, bottles, or other packages imported from any country whose laws 
prohibit the importation of similar sized casks, ete., of liquor put up or filled 
in the United States; (6b) the repeal of section 320 of the Tariff Act (19 U.S. C. 
1320) which authorizes the conclusion of reciprocal agreements for the free 
entry of certain advertising matter; the restriction of duty-free entry to the 
agreement country would be contrary to the most-favored-nation clause, although 
no such agreements have in fact ever been entered into; (¢c) the conversion into 
a tariff preference of the 2 cents per pound preference in the processing tax 
accorded coconut oil derived from Philippine coconuts (26 U. S. C. 2470), a 
change in form but not in substance. (See discussion under art. IIL.) 


ARTICLE III 


Article III lays down another basic rule; namely, that internal taxes and 
other internal regulations should not be used as a substitute for tariff protection. 
Underlying this rule is the principle that taxes for protective purposes should 
be levied at the customs frontier and that, once an imported product has passed 
the customs barrier, it should not be discriminated against as compared with 
merchandise of domestic production. Such a rule is, of course, necessary to 
prevent the nullification or impairment of tariff concessions in trade agreements. 

The United States has normally followed this principle of nondiscriminatory 
treatment of imports as regards our internal taxes, laws, and regulations (see 
national treatment provisions for internal taxes included in United States ecom- 
mercial treaties and agreements for many years). In order to make existing 
United States laws consistent with this principle as stated in article III, the 
following changes would be necessary. 

(a) The processing taxes imposed on coconut, palm, and palm-kernel oil under 
section 2470 of the Internal Revenue Code would conflict with paragraph 2 of 
article III, but could be converted into equivalent import duties or taxes—a 
change in form but not in substance. Such a conversion is specifically authorized 
by the note following item 54 of schedule XX of the GATT. 

(6) Sections 2306, 2327, and 2356 of the Internal Revenue Code impose 
internal-revenue taxes on imported oleomargarine, adulterated butter, and filled 
cheese which are not applied to the like domestic product. Sections 2800 (a) (3) 
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and 1650 of the Internal Revenue Code impose a discriminatory tax on imported 
perfumes containing distilled spirits. These laws would have to be amended so 
as to provide for the same internal-revenue tax treatment of the imported product 
as applies to the like product of domestic manufacture. 

(c) Under section 2800 (a) (1) of the Internal Revenue Code, the tax on 
imported and domestic distilled spirits is levied on the basis of the proof gallon, 
or wine gallon when below proof. In practice, this provision operates inequi 
tably as between domestic and imported distilled spirits, since the domestic 
spirits are always or nearly always above proof at the time of tax payment while 
imported liquors are almost always under proof at the time of importation 
The result is that in the case of imported Scotch whisky, for example, which 
is 86 proof, the tax is collected on the basis of wine gallons (i. e. as though it 
were 100 proof), whereas in the case of domestic spirits the tax is collected on 
the basis of proof gallons. On the other hand imported-beverage distilled spirits, 
although practically always rectified before importation, are not subject to the 
rectification tax of 30 cents per gallon imposed on domestically rectified spirits 
(sec. 2800 (a) (5) I. R. C.). It can be argued that, from a strictly legal point 
of view, the provisions of section 2800 (a) (1) do not violate the national treat 
ment provisions of article Ill. However, a change in law to provide for the 
levying of the tax on a proof-gallon basis and to subject imported rectified spirits 
to the rectification tax would place both imported and domestic spirits on a 
basis of complete equality as regards internal-revenue tax treatment and thus 
conform in every way to the principles expressed in article ITT. 

(d) The so-called manufacturing clause of the copyright law is discussed here- 
after under article XI. 


ARTICLE XI 


Article XI days down a general rule against quotas on imports or exports, 
with certain exceptions recognized in that article itself and elsewhere in the 
GATT. 

One of the most important exceptions to the general rule against quotas, from 
the point of view of the United States, is that permitting the use of import quotas 
on agricultural products where they are necessary to the enforcement of domesti: 
marketing or production restriction programs. This will permit the continuance, 
for example, of import quotas on sugar under the provisions of the Sugar Act 
of 1948. Other important exceptions are found in article XX and in article 
XXI. The latter article clearly authorizes United States export restrictions 
which are considered necessary to the national security in time of international 
emergency. 

The following changes in United States laws would be necessary to bring them 
into full conformity with the rule against quotas as stated in article XI: 

(a) The prohibition on the export of tobacco seed (7 U. 8S. C. 516, 517) would 
have to be repealed. 

(b) Article XX of the GATT expressly states that the agreement shall not 
be construed to prevent adoption or enforcement of measures necessary to secure 
compliance with laws and regulations relating to the protection of copyright 
In other words, the GATT would net in any way interfere with reasonable laws 
and regulations necessary for the protection of copyright. However, article XX 
states that countries shall not use their copyright laws as disguised trade bar 
riers. Section 16 of title 17, U. S. C. (commonly known as the manufacturing 
clause), provides that in order to be accorded copyright protection in the United 
States a book in English must, generally speaking, be printed in the United 
States from type set or from plates produced in the United States. <A related 
provision, section 107, generally prohibits the importation into the United States, 
during the existence of the American copyright, of any copy of a book in English 
which has not been manufactured in the United States. As an exception to these 
provisions, existing law permits temporary copyright protection up to 5 years of 
an English book published abroad (17 U. 8. C. 22), and during this period not 
more than 1,500 copies of such English beok printed abroad may be imported 
(17 U. 8. C. 16). These provisions in effect preclude any book in English from 
receiving copyright protection in the United States unless every copy sold here 
(abeve a quota of 1,500) is manufactured in the United States. The place of 
manufacture of a book is obviously not necessary to protect the rights of the 
author. To the extent that these provisions deny copyright protection to books 
in English merely because the books are manufactured abroad rather than in the 
United States and because these provisions act as an absolute barrier to the 
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importation of foreign manufactured books in English which are copyrighted in 
the United States (above the quota), they are inconsistent with the provisions 
of article III concerning internal laws and regulations, article XI relating to 
import prohibitions and quotas, and article XX concerning disguised trade 
barriers. 

ARTICLE VI 


Article VI, while condemning price dumping which is injurious to an industry 
in the territory of a contracting party, sets out rules designed to prevent the 
misuse of antidumping and countervailing duties to hamper normal competition 
in international trade. The article limits the use of antidumping and counter- 
veiling duties to the purpose of offsetting price dumping and subsidies. It pro- 
vides that such special duties may not be imposed unless the effect of the dump- 
ing or subsidization would cause or threaten material injury to an industry in 
the territory of a contracting party. 

The policy of the United States with regard to the imposition of antidumping 
and countervailing duties, as set forth in the Antidumping Act of 1921 (19 U.S. C. 
160-173) and in section 308 of the Tariff Act of 1930 (19 U.S. C. 1303), conforms 
generally to the GATT requirements. In order to make our laws consistent with 
the principles of article VI, however, one important change in the countervailing 
duty law would be required. It is clear that the imposition of special duties of 
this kind should be limited to cases where injury is caused or threatened to a 
domestic industry. The existing Antidumping Act requires a finding of injury 
as a condition precedent to the assessment of antidumping duties, but our counter- 
vailing duty law does not. Accordingly, it would be necessary to amend section 
303 of the Tariff Act to provide for a finding of injury before countervailing 
duties may be levied. In addition, three minor clarifications in the antidumping 
and countervailing duty laws are necessary to make them fully consistent with 
article VI: (a) A provision to make it clear that both antidumping and counter- 
vailing duties will not be imposed on particular merchandise to compensate for 
the same situation of dumping or export subsidization; (/) an amendment of 
the Antidumping Act to require a finding of material injury to an industry 
rather than mere injury; and (c) an amendment to section 303 of the Tariff Act 
to provide that counterveiling duty shall not be levied because of the ordinary 
remission or refund of taxes and duties allowed on exportation by most coun- 
tries, including the United States. These latter three amendments are mere 
clarifications of the laws and would involve no change whatsoever in the ad- 
ministrative practice that has been followed since their enactment. 


ARTICLE VII 


The provisions of article VII are designed to assure that fair valuation systems 
will be used in assessing ad valorem duties. They set forth the principle that 
the values to be used should be based on the actual value of the kind of goods 
imported and not on arbitrary or fictitious values nor on the values of domestic 
goods. The article establishes fair rules for the conversion of currencies in 
assessing ad valorem duties and provides that, whatever valuation methods are 
used by a country, such procedures should be stable and should be given sufficient 
publicity to enable traders to estimate with reasonable certainty what the value 
for customs purposes will be. In the main existing United States valuation laws 
conform to article VII. Certain changes would be necessary, however, to make 
our laws fully consistent with the article. 

(a) The use of “American selling price” as a basis of dutiable value would be 
inconsistent with article VII. To eliminate the use of “American selling price” 
would be a change in the method of calculating a tariff. It would not require a 
change in the level of the tariff. 

Under existing law, most products subject to ad valorem duties are dutiable 
on the basis of the wholesale selling price of the imported articles in the country 
of export, but a few classes of merchandise are dutiable on the basis of the 
American selling price of similar domestic products. These products are com- 
petitive coal-tar products covered by paragraphs 27 and 28 of the Tariff Act (19 
U.S. C., sec. 1001, pars. 27, 28) and certain classes of canned clams (T. D. 47031), 
woolen gloves and mittens (T. D. 48183), and rubber footwear (T. D. 46158) to 
which “American selling price’ has been applied by proclamations under section 
336 of the Tariff Act (19 U. S. C. 1336). The use of “American selling price” 
almost always results in much higher duties than would be the case if the normal 
basis of valuation were used. The existence in our tariff laws of provisions for 
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the use of “American selling price” as a basis of dutiable value for a very few 
classes of imported articles, as an exception to the general rule that the normal 
basis for assessing ad valorem duties is the wholesale price of the goods in the 
country of export, tends to subject the United States to the charge that it is 
resorting to a device to conceal the amount of protection accorded to particular 
products. There is no good reason why the protection afforded these products 
should not be expressed in the same way that the protection for other products 
is expressed. 

The abolition of “American selling price’ as a basis of value to conform to 
article VII will not necessitate any change in the level of tariff protection now 
enjoyed by the industries operating under American selling price., It is con- 
templated that the rates of duty on products now dutiable on that basis would 
be adjusted so as to maintain the level of existing protection (see paragraph 5 
of the “General notes” at the end of schedule XX of the GATT, where the United 
States expressly reserved the right to make such adjustments). The abolition of 
“American selling price” as a basis of value will require amendments to para 
graphs 27 and 28 of the Tariff Act (19 U. S. C., sec. 1001, pars. 27, 28), sections 
336 (b) and (j) and 402 (a) (4) and (g) of that act (19 U.S. C. 1336 (b) and 
¢j), 1402 (a) (4) and (g)), and certain Presidential proclamations (T. D 
46158, T. D. 47031, and T. D. 48183). 

(b) Other amendments to section 402 of the Tariff Act (19 U.S. C. 1402) needed 
to bring our valuation laws into conformity with the “actual value” standard 
of article VII of GATT would be (1) the exclusion from dutiable value of interna! 
taxes applied in foreign countries but not paid on exports; under prevailing 
administrative rulings and judicial decisions in the United States, such taxes 
are not regarded as a part of dutiable value in many instances but are so re 
garded in some cases; (2) the dropping of the rule of using “foreign value” or 
“export value,” whichever is the higher, as the primary basis of value and sub- 
stituting “export value” alone as the primary basis; (3) a definition of “usual 
wholesale quantities” which would relate dutiable value to prices prevailing in 
sales of the greater volume of merchandise in the trade between the country o! 
exportation and the United States, whereas under present law the usual whole- 
sale quantity is the quantity in which the latest number of individual transac 
tions occur; (4) the establishment of alternative dutiable values which are 
closely equivalent to “actual value”; this will involve amendment of the defini 
tions of “United States value” and “cost of production” in section 402 of the 
Tariff Act which presently provides for arbitrary additions to the ordinary com- 
mercial value of some imports. 

(c) Paragraph 4 of article VII provides that the conversion of currencies for 
customs purposes should as a general rule be based on the par values established 
under the International Monetary Fund; where no such par value has been 
established, the conversion rate should reflect the current value of the currency 
in commercial transactions and similar provision is made for the conversion of 
currencies for which multiple rates of exchange are maintained. Under existing 
law, the values of foreign gold coins, as proclaimed quarterly by the Secretary 
of the Treasury, are made the primary basis for the conversion of foreign cur 
rencies. This procedure has become largely meaningless because of the almost 
complete disappearance of gold coinage as a significant factor in monetary sys 
tems. In practice, conversion for the generality of cases is based on the current 
market rates of exchange as certified by the Federal Reserve Bank of New York 
The amendment of the United States law (sec. 522 of the Tariff Act, 31 U. 8. C 
372) to conform to the GATT provisions would bring the United States law into 
line with existing realities without any substantial change in the amounts of 
duty collected as compared with existing practice, since the par values under the 
Monetary Fund do not vary greatly from the commercial exchange rates. 


ARTICLE IX 


Article IX, relating to marks of origin, sets forth principles directed at the 
elimination of unnecessary marking requirements and the administration of 
marking laws and regulations in a fair manner so as not to unduly hamper trade 
The United States general marking law, section 304 of the Tariff Act (19 U. S.C 
1304), is generally in accord with the principles and rules set forth in this article. 
In a few cases, however, the Tariff Act provides for special marking requirements 
for particular articles, principally cutlery, surgical, and scientific instruments, 
and thermostatic bottle. (See pars. 354, 355, 357, 358, 359, 360, 861, and 1553 of 
the Tariff Act (19 U. 8. C. sec. 1001, pars. 354, 355, 357, 358, 359, 360, 361, and 
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1953).) These paragraphs specify in effect that the articles enumerated shall 
be denied entry unless they have, when imported, the name of the maker or 
purchaser as well as the name of the country of origin conspicuously and in- 
delibly marked on the outside of the articles. In order to conform to article IX 
of the GATT, it would be necessary to permit marking to be affixed at the time 
of importation. 

Senator Mintuikin. Mr. Chairman, for the benefit of Senator Taft, 
| would like to say that yesterday we examined into the GATT, and 
he question which he was asked, and related questions, r: ther fully 
brought out, and I think I can summarize fairly when I say that we do 
not know, nor do the contracting parties to GATT know, in detail. 
those parts of GATT which are ineffective, because those conflicting 
provisions of the GATT to local law have not been ironed out. 

lor example, the contracting parties do not have a register or any- 
thing you want to call it whic h will show conflicts between GA’ T T and 
the various member nations of the organization ; which is another way 
of saying, I suggest, that you have no agreement because no one knows 
what the actu: al terms of the agreement m: Ly be. 

(Discussion off the record.) 

Senator Miutirmin. Mr. Brown, if we do not know, and if the 
contracting parties do not know, the extent of reconciliation necessary 
between the member states and the general agreement, how can we 
make GATT definitively effective? 

Mr. Brown. We could make the GATT definitively effective. The 
way in which GATT would be made definitively effective, would be 
by countries representing 85 percent of the international trade of the 
parties to the agreement, depositing an instrument of acceptance of 
the agreement as a definitive agreement. 

Senator Kerr. Has that been done? 

Mr. Brown. No, sir. 

Senator Kerr. Has that been done? 

Mr. Brown. No, sir. That would mean that each country had put 
tself in a position so that it could accept the obligations of agreement 
n full. 

Senator Minitikin. That would be another way of saying that they 

d examined—— 

\ir. Brown. Yes, sit 

Senator Mitirkin (continuing). Their own local laws and con 
titutions, and had done those things necessary to make a reconcilia- 
tion or that they preferred to waive their right. 

Mir. Brown. Yes, sir. 

Senator Minuikrn. One or the other, but we are not now in shape 

make GATT definitive, are we? 

Mr. Brown. No, sir. 

Senator Mitui«in. There is not enough support at the present time 

make it definitively effective. 

Mr. Brown. No, sir; we have not taken the necessary steps to make 
t definitively effective. 

Senator Minitikiy. By what authority do we take imports into this 
ountry from Russia and Japan, for example ¢ 

Mr. Brown. A private citizen needs no authority to bring an import 
ito this country. 

Senator Minurkrn. I beg your pardon ? 

Mr. Brown. I say, a private citizen needs no authority to bring an 
port into this count ry. 
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Senator Miniikin. But what rate does he have to pay when he 
brings it into this country ? 

Mr. Brown. Rate of duty ? 

Senator MILiikin. Yes. 

Mr. Brown. He has to pay the rate of duty which is deseribed in 
the Tariff Act, as modified by the trade agreements. 

Senator Miturkin. Do we havea trade agreement with Russia ? 

Mr. Brown. No, sir. 

Senator Miturkin. Do we havea trade agreement with Japan ? 

Mr. Brown. No, sir. 

Senator MILirKin. So that the controlling rates there would be 
those provided by the act of 1930? 

Mr. Brown. No, sir; because they might have been modified in 
negotiations with other countries, and indirectly benefiting the— 
strike that. 

There is only one rate. That is fixed either by statute or by the 
rate in a trade agreement. If a rate has been fixed in a trade agree 
ment on a product which comes from Japan, as well as from the 
country with which the trade agreement has been negotiated, under 
the most-favored-nation requirement of the statute, the importer from 
Japan would pay that rate. 

Senator Kerr. You are talking about the statute of 1930? 

Mr. Brown. Yes, sir. 

Senator Miniixiy. You are saying the same is true as to Russia 

Mr. Brown. Yes, sir. 

Senator Minxikin (continuing). Or as to any other country with 
which we do not have a trade agreement. 

Mr. Brown. Yes, sir. 

Senator Minuikin. Under the universal most-favored-nation clause 
of the act of 1930. 

Mr. Brown. Yes, sir. 

Senator Miniikty. As distinguished from anything that may be in 
the bilateral agreements or in GATT, they get the benefit. 

Mr. Brown. They have no contractual right. 

Senator Minirkin. They have no contractual right. 

Mr. Brown. But they do get the benefit. 

Senator Minuikin. But by virtue of our own law they can bring this 
stuff in and take the rates that are provided in applicable trade agree 
ments; is the at correct { ¢ 

Mr. Brown. Yes, sir. 

Senator Minuik1y. Has the State Department any intention to rec 
ommend the abandonment of the universal most-favored-nation clause 
of the act of 1930? 

Mr. Brown. No. sir. 

Senator Mitirkrn. You have no such intention ? 

Mr. Brown. No, sir. 

Senator Minixix. GATT itself limits the benefits to GATT; but the 
act of 1930 extends those benefits to countries with which we do not 
have trade agreements. 

Mr. Brown. GATT contains the benefits to the parties to GATT. 

Senator Mitur«in. I think that is what I said. 

Mr. Brown. I thought you said limited to the parties to GATT, and 
I thought there might be an implication. 
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Senator MiiiiKin. Are you going to confine that to limiting 

Mr. Brown. No, sir; I did not want the record to show that the 
GATT would prevent some party to the GATT from giving most- 
favored-nation treatment to somebody else who was not a party to the 
GATT. 

Senator Mitir«1n. No; but I am talking in our own case, first, the 
State Department has no desire to rec ommend the restriction or rather 
to restrict the most general favored-nation provisions of the act of 
1930. 

Mr. Brown. We have no such intention. 

Senator MinurKk1n. Is that correct? 

Do you see any objection to the continuance of that provision of 


the act of 1930 under present circumstances ? 
Mr. Brown. No, sir. 


Senator Minurki1n. What jurisdiction, if any, does the Interna- 
tional Court of Justice have in tariff matters? 

Mr. Brown. I am sorry, Senator, I do not know anything about the 
International Court of Justice or what its jurisdiction is. 

Senator Mitir«1n. Who is your lawyer who deals specifically with 
these things? 

Mr. Brown. I would have to find that out, sir. 

Senator Mirur«1. Will you find that out and let us know? 

Mr. Brown. I can get you an answer to that question; yes, sir. 

Senator Muzik. But I would also like to know who your 
lawyer is. 

Mr. Brown. Our lawyer is Mr. Fisher, legal adviser to the De- 
partment. 

Senator MILniKIn. anor does he spell his name? 

Mr. Brown. F-i-s-h-e- 

Senator Minin. Is - available for testimony ? 

Mr. Brown. Oh, of course. 

Senator Mituixrn. You do not know? 

Mr. Brown. No, sir. 

Senator Mizxixin. You do not know whether the International 
Court of Justice has any possible relationship with GATT? 

Mr. Brown. No, sir. 

(The following was subsequently supplied for the record :) 


RELATIONSHIP BETWEEN THE GATT AND THE INTERNATIONAL COURT OF JUSTICE 


Question was raised as to the relationship between the International Court of 
Justice and the General Agreement on Tariffs and Trade in the settlement of 
possible disputes which might arise between the United States and other con- 
tracting parties to the GATT. 

The general agreement contains no provision for the reference of problems 
under the agreement to the Court. Rather, the agreement provides its own 
procedures, in article XXIII, for the adjustment of differences by the contract- 
ing parties, acting jointly. Whatever compulsory jurisdiction the Court might 
— under certain circumstances with respect to disputes arising under the 

ATT stems from the acceptance by the United States of the Court’s compulsory 
jurisdiction in certain categories of legal disputes. This acceptance was advised 
and consented to by the Senate in 1946. 

Acting in accordance with the Senate resolution of August 2, 1946, the United 
States filed a declaration under paragraph 2 of article 36 of the Sti itute of the 
International Court of Justice recognizing the compulsory jurisdiction of the 
Court in certain cases. The declaration states that 

“* * * the United States of America recognizes as compulsory ipso facto 
and without special agreement, in relation to any other state accepting the 

80378—51—pt. 2———-15 
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same obligation, the jurisdiction of the International Court of Justice in al! 
legal disputes hereafter arising concerning— 
“(a) the interpretation of a treaty; 
‘(b) any question of international laws; 
“(c) the existence of any fact which, if established, would constitute a 
breach of an international obligation ; 
“(d) the nature or extent of the reparation to be made for the breach of 
on international obligation; * * *” 
This declaration accepting compulsory jurisdiction contained certain reserva 
tions. These reservations specified that the declaration should not apply to— 
“(a) disputes the solution of which the parties shall entrust to other 
tribunals by virtue of agreements already in existence or which may be con 
cluded in the future; or 
“(b) disputes with regard to matters which are essentially within the 
domestic jurisdiction of the United States of America as determined by th 
United States of America; or 
“(c) disputes arising under a multilateral treaty, unless (1) all parties 
to the treaty affected by the decision are also parties to the ease before the 
Court, or (2) the United States of America specially agrees to jurisdic 
ten> 7 
These reservations would, of ccarse, have to be taken into account in dete: 
mining whether the United States were obligated to accept the jurisdiction of 
the Court in any dispute under the GATT involving the United States which 
another contracting party sought to bring before the Court. 

Since the GATT, in article XXIII, itself sets up a procedure for the settle 
ment of disputes arising under the agreement by providing for the referral of 
disputes for settlement to the contracting parties, acting jointly, a jurisdictional! 
defense might be raised by the United States under reservation (a). 

Reservation (c) might also afford the United States a defense against the 
Court’s jurisdiction under certain circumstances. The GATT is a multilateral 
agreement. Hence, under reservation (c) the United States would not be oblige: 
to accept the Court’s jurisdiction unless all parties to the GATT affected by 
the decision were also parties to the case before the Court, or unless the United 
States specially agreed to the Court’s jurisdiction. 


Senator Miiurin. Are there any arbitration procedures under 
GATT? 

Mr. Brown. You mean procedures for submitting a dispute to some 
outside group for arbitration ? 

Senator MiLiiKkin. Yes. 

Mr. Brown. No, sir. There are the provisions we discussed yes 
terday about findings by the Monetary fund, but with that exception, 
I do not think there are any. 

Senator Kerr. Would you say the provisions whereby a member 
nation, feeling itself damaged or feeling that it has a complaint or 
a protest, takes action by bringing the matter before the contracting 
parties as a body and receiving from them consideration and de 
cision, would be following the procedure that has provided the sub- 
stance of arbitration even “though there was an absence of the specific 
form ¢ 

Mr. Brown. I think that would be so, Senator Kerr. I thought 
the question was directed to whether there was some provision for 
consideration or abritration outside the parties to the general agree- 
ment. 

Senator Miturkryn. Make it outside or inside. 

Mr. Brown. I think that it could be said that the consultative pro- 
cedures in the agreement partake of the nature of arbitration. 

Senator Miiirkry. The consultative provisions take on the aspect 
of an arbitaration. 

Mr. Brown. Yes, sir; the provisions for action by the contracting 
parties. 
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an Mitiinin. Well, I suggest that the procedures to consult 
‘e procedures to consult and do not authorize an arbitration. 

, Brown. I think I had better not discuss the question of arbi- 
tration, Senator, because that, obviously, has a meaning, a technical 
meaning, Which I do not understand. 

Senator Minirkin. Let me ask you this: Two of the nations of 
GATT, falling into dispute, could they on their own get up an arbi- 
tration agreement that would not conflict with GATT ? 7 

Mr. Brown. Yes, sir. 

Senator Miniicin. You think they could do that? 

Mr. Brown. Yes, sir. 

Senator Minuixin. And GATT would have no jurisdiction over 
that ¢ 

Mr. Brown. No; it would not. If, as a result of such activity, the 
parties did something which—one of the parties or the other did 
something which—might be considered to be a violation of the GATT, 
then that would be subject to complaint by another party who wished 
to make it. 

Senator Kerr. Any other member nation. 

Mr. Brown. Yes, sir. 

Senator Minuikin. If any other member nation did not like that 
arbitration and did not want to be bound by it, do you believe that 
GATT could provide an effective intervention against that kind of 
an arbitration ¢ 

Mr. Brown. It could not prevent the arbitration, but it could give 
rise to a complaint against action taken as a result of it. 

Senator Mirircin. They could prevent the result of the arbitra- 
tion; I mean they could take action against 

Mr. Brown. Yes. 

Senator Miuuixin. They could take some kind of action to agree 
with or set aside or modify the results of the arbitration. 

Mr. Brown. No. 

Senator Miu. No? 

Mr. Brown. No, sir. If there was an arbitration by bilateral agree- 
ment, which would be perfectly permissible, and then, as a result, 
one of the parties did something which another party not involved in 
the arbitration thought was a violation of the GATT, that third 
party would have a perfect right to complain, either bilaterally or 
to the contracting parties, and the rights of the parties would be 
governed by the general agreement. 

Senator Minurxin. All right, he complains. Let us say that the con- 
tracting parties get together on the complaint, and they reach one of 
three decisions: first, that the arbitration result is O. K., and will not 
be disturbed. Second, that it should be changed in some particulars 
and, third, it should be disregarded completely. 

Would the contracting parties take that kind of a step ? 

Mr. Brown. They could, insofar as the rights of the parties to the 
agreement are concerned. 

Senator Miturkin. That is what I am talking about. 

Mr. Brown. They could not set aside the arbitration; they have no 
jurisdiction over it. 

Senator Miixiikin. I am talking about actualities, and I frame my 
question with respect to results. I think your answer is, “Yes.” Is 
that your answer, or shall we go back to the question and have it read? 
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Mr. Brown. The contracting parties are not bound by the arbitra- 
tion, and they are free to take any action with respect to the parties 
to the agreement, which is provided in the agreement. 

Senator Miiurxrn. So the contracting parties could approve the 
agreement, the results of the agreement; they could recommend modi- 
fication of them, or they could recommend total disregard of them, 
could they not? 

Mr. Brown. Substantially, yes. 

Senator Miruikr. Yes. 

That would negative the importance of an arbitration, of an at- 
tempted arbitration, would it not? Let me preface that question by 
saying the purpose of the arbitration is usually to get a final and 
definite decision. 

Mr. Brown. Senator, I would say, in answer to that question, that 
when a country becomes a party to the general agreement it assumes 
certain obligations under the agreement, and if it wishes to remain 
a party, it would live up to those obligations, and it would not take 
other actions which would be inconsistent with it. 

Senator Mrurqrn. My question was whether that would not, as a 
practical matter, rather negative any purpose in seeking an arbi- 
tration. 

Mr. Brown. I cannot conceive of any situation in which that would 
arise, but I think the technical answer to your question is “Yes.” 

Senator Mitirgr. Yes. 

What action have we taken to compensate currency evaluations by 
other countries, Great Britain, for example? 

Mr. Brown. I do not understand the question. 

Senator Miuixry. You understand that Great Britain devalued ? 

Mr. Brown. Yes, sir. 

Senator Minirkrin. You understand that had some effect on our 
trade ? 

Mr. Brown. Yes, sir. 

Senator Mmurk1n. What have we done to compensate that effect! 

Mr. Brown. The reason for the devaluation was because the rates 
of exchange between the pound and the dollar had got way out of 
line, and the value of the pound in terms of the dollar was much too 
high. Devaluation was to correct that discrepancy, and we have 
ace cepted that. 

Senator Minin. This had an effect on trade, did it not? 

Mr. Brown. Yes, sir; and we—— 

Senator MrmuiKt. This had the substantial effect of lowering some 
import duties, did it not? 

Mr. Brown. It has had the effect of lowering the prices of im- 
ported products. 

Senator Minirxrn. Yes; I accept that. 

Have we sought any compensation for that? 

Mr. Brown. No, sir; because the effect of the getting out of line 
of the currencies, before that, had been greatly to increase the price 
of the imported products in a way that had no relation to the true 
exchange situation. 

Senator Mritirkrn. But the devaluation, the one we are talking 
about, did have the effect of lowering our import rates. 

Mr. Brown. That is correct, sir; “and if 

Senator Mriuixrn. Yes. 
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Mr. Brown (continuing). Any injury ensues therefrom there is 
a remedy for it. 

Senator Mu1K1n. What is it? 

Mr. Brown. The escape clause. 

Senator Mrtu1K1n. Is that the only one? 

Mr. Brown. Yes, sir. 

Senator Mriurkin. I understand article 2, paragraph 6 (a) says. 
and I quote: 

“The duties, charges and margins of preference contained in the 
schedules are expressed in currency at the par value recognized by 
the International Monetary Fund at ‘the date of this agreement.’ 
In case the par value of any such currency is reduced by more than 
20 percent in accordance with the International Monetary Fund Agree- 
ment, these duties, charges, and margins of preference may be adjusted 
accordingly, but only if the contracting parties jointly concur that 
such adjustments will not impair the value of the GATT concessions 
when all factors are taken into account.” 

Mr. Brown. Yes, sir; that is correct in the case of specific duties. 

Senator Miturk1n. I come to my question again: We have taken 
those steps, have we, to compensate for the lowering, the equivalent 
lowering, of tariffs resulting from that particular devaluation ¢ 

Mr. Brown. No, sir. 

Senator Mrtur«krn. And we do not intend to? 

Mr. Brown. We have no present intention of doing so. 

Senator Mitir«xrn. We encouraged the devaluation, did we not, that 
particular devaluation ? 

Mr. Brown. We were glad to see it happen; yes, sir. 

Senator MILLIKIN. And we encouraged it, We had meetings here 
in Washington to encourage it, did we not? 

Mr. Brown. I prefer not to comment on that, sir. 

Senator Miru1K1n. Do you know the answer ¢ 

Mr. Brown. I would prefer not to comment. 

Senator Mizuikrin. All right. That is not a very good way to leave 
the record. 

Would you agree that many other currencies of other countries are 
on an inflated basis? 

Mr. Brown. I do not know what the situation is with respect to the 
currencies of other countries. 

Senator Minuixr. Do you know that with very few exceptions the 
monetary fund has preser ‘ved the parities that it started out on, which 
was self-declared parity ¢ 

Mr. Brown. In my very slight understanding of the articles of 
agreement of the International Monetary Fund, I believe that all 
parities are initially, at least, self-declared. 

Senator Mituikry. I did not ask you that question, I assumed that 
was true. 

Mr. Brown. Then, I am afraid I did not understand the question, 
sir. 

Senator Miuur«rn. I asked you whether you were aware of the fact 
that the monetary fund, with few exc eptions and unimportant ex- 
ceptions, has not varied the original parties which were set up by it, 
which followed self-declared parity of the member nations of the 
monetary fund ? 
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Mr. Brown. It was my understanding that there had been sone 
very material changes in par values. 
Senator Minuixi. What is your understanding of those changes? 
Mr. Brown. There was a devaluation by Britain, most of the “Eur. 
pean countries, and many others. 
Senator Muirxin. Tell us some. The devaluation by Britain—— 
Mr. Brown. Yes, sir. 


Senator MiLu1K1N (continuing). That was approved by the mone- 
tary fund? 
Mr, Brown. Yes, sir; but that was a change in parity. 


Senator Murry. Yes. The change in parity was approved by 
the monetary fund. 


Mr. Brown. Oh, yes. 

Senator Mrurrxin. Yes. 

What other European countries have devalued their currencies, as 
approved by the monetary fund? 

Mr. Brown. I think almost all of them. 

Senator Minir«1n. Almost all of them? 

What other countries, outside of Europe, have done that? 

Mr. Brown. India, for example; Argentina—I could give a list. 

Senator Miniikin. The monetary fund has approved those devalua- 
tions ? 

Mr. Brown. I would have to check on that, sir; I am not an exper' 
on financial matters, and I really do not know what the facts are on 
that. 

Senator Minirkr1n. Well, as to any of those changes which you say 
have been made, have we taken any steps to compensate any effect that 
they may have had in so doing? 

Mr. Brown. No, sir; we have welcomed the imports which have 
resulted from those changes. 

Senator Miturkin. You welcome them ? 

Mr. Brown. Yes, sir; and if in any case injury is caused we have 
provided a means for remedying them. 

Senator Mrturk1n. That is the escape clause? 

Mr. Brown. That is the test of whether or not there has been injury. 

Senator Miniik1n. But you have granted no relief under the remedy 
which you say is available in those cases. 

Mr. Brown. There have been only 20 or 21 applications, Senator, 
and the Tariff Commission has only found that one was such as to 
justify recommending action. The Tariff Commission is, under the 
escape-clause proc edure, made the judge of whether or not an appli- 

cation is well based, and when the recommendation was made in the 
one case that action should be taken it was promptly taken. 

Senator Miturxrn. What have the contracting parties done about 
any of those changes, so far as concessions and trade levels, and so 
forth, are concerned ? 

Mr. Brown. You are referring to the paragraph which you read 
about 6 (a) ? 

Senator MruuurKr1n. I am referring to that paragraph, or anything 
else that they may have done. 

Mr. Brown. Excuse me, sir, apparently I am off the track. Would 
you excuse me for just a moment, Senator ? 

The Cuatrman. Oh, yes. 
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Mr. Brown. I am advised that I have not said anything wrong yet, 
but that I might. I would like to point out that paragraph 6 (a), and 
the right to make the adjustment there is designed to authorize the 
country which has devalued to change its specific rates in order to take 
care of the changed price situation which would result from the 
devaluation. It is not directed toward other countries, and the con- 
sultative—the proviso to which you referred—is the place in which we, 
in this case, would have a chance to see that any adjustment made 
would not be excessive. 

Senator Minurkin. Are you saying also that a member of GATT, 
injured by devaluation, would not have a remedy under the 
organization ¢ 

Mr. Brown. His remedy is, as I explained, under the escape clause, 
if there are any injuries. 

Senator Mrmuikrn. If the escape clause does not provide a remedy, 
then there is no other remedy ¢ 

Mr. Brown. No, sir; but if there is any injury—— 

Senator Miuur«kin. Did you answer “Yes” or “No”? 

Mr. Brown. I said “No”; but the escape clause does provide a 
remedy in case there is injury. 

Senator Minirkin. Well, that is your assertion. 

Mr. Brown. Yes. 

Senator Miturkr. That has been the subject of a lot of debate 
around here. I am putting it this way, that if the escape clause does 
not provide a remedy, then there is no other remedy; is that correct? 

Mr. Brown. That is quite correct. [This answer was modified in 
later testimony. | 

Senator Miziikin. All right. 

Now, coming back again to the main inquiry, have we, or as far as 
you know, any other nations taken action to secure an escape due 
to monetary devaluation ? 

Mr. Brown. No, sir. 

Senator Mituikin. Are there any problems of that kind before the 
contracting parties? 

Mr. Brown. No, sir. 

Senator Mitirkin. So far as you know there have been no escapes? 

Mr. Brown. No, sir; there has been, I think, one.adjustment under 
paragraph 6 (a). 

Senator Mituiktx. We have taken none—— 

Mr. Brown. That is not an escape. 

Senator Mitiikin. And do not contemplate it; is that correct? 

Mr. Brown. No, sir; that is correct, we do not contemplate it. 

Senator Mitiikin. The answer is “Yes”? 

Mr. Brown. I am sorry. 

Senator Minzikin. All right. 

You have said that you welcome the effects of these devaluations. 

Mr. Brown. Yes, sir. 

Senator Mimuikin. Do you anticipate that there may be many 
devaluations before our currencies of the world reach a relatively 
stable value ? F 

Mr. Brown. I have no basis for an opinion on that. 

Senator Mitirkin. You have no opinion as to whether they are 
overvalued ? ; 

Mr. Brown. No, sir. 
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Senator Mitzi. You do know that, with the exceptions that you 
have mentioned, the parities originally prescribed still prevail ? 

Mr. Brown. Yes, sir; and and I would like to make it quite clear 
to the committee that I am not qualified to testify about monetary 
rates, and the legitimacy or propriety of exchange rates. I simply 
do not know about that. 

Senator Mui. Who can you bring in here from your Depart- 
ment who would? 

Mr. Brown. I would think that would be a matter for the Treasury 
Department. 

Senator Mimu«rm. Or the Treasury Department? I hoped we 
would have someone from the Monetary Fund in here. 

Mr. Brown. I am sorry; I hope it will not seem that I am not 
trying to help the committee, but I simply do not know, and the answers 
I would give you would not be worth the paper they are written on. 

Senator MinurK1n. But the thing that amazes me, if you do not 
mind my saying so, is that currency devaluation has a profound 
effect on the effect of our rates, and yet you, having a very important 
part of this business, sit there and seem to be oblivious of the impact, 
and say you know nothing about it. 

Mr. Brown. On that point, Senator, I am very well aware of the 
impact, and I have stated our position, which is that we were glad 
to see the devaluations; that we welcomed the results of them. We 
think it was a sound thing, and we do not think it has caused injury, 
and, if it did cause injury, there is a method available for correcting 
it. 

Senator Mrirrkrn. Good. 

Mr. Brown. On that point I am perfectly clear. 

Senator Mriuurkrn. Yes, all right. 

Now you do not preclude, do you, the thought that you might con- 
sider a devaluation to be injurious so far as our rates are concerned, 
under some future action? 

Mr. Brown. That is quite conceivable; yes, sir. 

Senator Mritur«k1n. Despite the fact that you welcome these things, 
as far as they have happened, you are not. going to put yourself in a 
position that you will always welcome them ? 

Mr. Brown. No, sir. 

Senator MiturKktn. To repeat, I believe you have taken no action 
and do not contemplate any action to compensate for whatever effect 
these devaluations that have occurred have had on our trade structure. 

Mr. Brown. That is correct, sir. We gave no compensation when 
the balance of advantage in the exchange rates was running in our 
favor. 

Senator Miti1Krn. So that in this whole field of monetary policies, 
in this monetary field which we have been discussing, in the field of 
import and export quotas, in the field of exchange licensing, in the 
field of bilateral agreements, neither singly nor in combination have 
any of those moved us, moved the State Department, to try to secure 
relief against them. 

Mr. Brown. That is not true; no, sir; that is not true. 

Senator MitirKrw. Will you state the exceptions? 

Mr. Brown. As I said before, we are continually taking up with 
other countries problems that are caused by their administration of 
exchange controls and licenses and other kinds of barriers, and we 
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have joined in the GATT in protesting against certain things that 
have been done. 

Senator Mititixi. Have we taken any escape? 

Mr. Brown. We have not taken escapes because we take escapes 
when there has been injury to our domestic industries, and the only 


ease in which that has been established was the one case about which 


I have testified. 

Senator Mituikin. You do not believe that there has been such 
injury caused by any one or a combination of the things we are now 
discussing that will warrant an escape? 

Mr. Brown. No, sir. I think, in. fact, the trend has been in recent 
period toward a relaxation of restrictions. 

Senator Mituiki. Is it not your duty to protect the rates as made? 

Mr. Brown. It is our duty to get the best possible arrangement we 
can for the United States interest. 

Senator MILLIKIN. Oh, well, that does not even commence to answer 
my question. 

Is it not your duty to protect the integrity of the rates represented 
by the concessions that are made in these trade agreements / 

Mr. Brown. We do our very best to do so; yes, sir. 

Senator Minzikin. When you have a substantial devaluation, the 
integrity of those rates, I suggest, is shaken, but nothing happens be- 
cause you believe it is a good thing anyhow. 

Mr. Brown. I could not agree with that statement, Senator. 

Senator Mituixix. Would you mind stating it the way you would 
Jike to state it ? 

Mr. Brown. Because, as I said before, the integrity of the rates 
was shaken in the other direction during the period when the cur- 
rency values were out of line. 

Senator Minnikry. The integrity of the rates as they are, is it not 
your duty to preserve that integrity ? 

Mr. Brown. Not necessarily; no, sir. 

Senator Miniixin. Not necessarily! That means your answer is 
no; does it not ? 

Mr. Brown. No, sir; the Congress has specifically delegated to us 
the authority to change the rates, within limits. 

Senator Mizuki. It has delegated to you the right to change the 
rates, within limits 

Mr. Brown. Yes, sir. 

Senator Mitiiken. But I assume it has also delegated to you the re- 
sponsibility of protecting the integrity of the rates you do change 
under that delegation of power: is that not correct ? 

Mr. Brown. It has given the President the authority to make agree- 
ments to change the rates within the limits specified to any extent he 
wishes or not at all. 

Senator Miiuixin. Mr. Reporter, would you mind reading my 
question ¢ 

(The reporter read Senator Millikin’s question. ) 

Senator Minuikin. That admits of a ready answer, I should think, 
one way or the other. 

Mr. Brown. No, sir: I do not think it does. 

Senator Minurkin. Well, then, give us an actual answer for it. 

Senator Kerr. May I ask a question right here, Mr. Chairman? 

The Cuatrman. Yes, Senator Kerr. 
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Senator Kerr. The Tariff Act in the main ties the rates of imports 
in terms of percentages of cost in the countries where it came from, 
does it not, in terms of foreign currencies rather than in terms of our 
dollar ? 

Mr. Brown. The valuation is normally on the basis of the foreign 
selling price; yes, sir. 

Senator Kerr. And that is fixed by act of Congress? 

Mr. Brown. No, sir; I think—yes, sir, I think it is. 

Senator Kerr. Now, you have no control over devaluation of for- 
eign currencies, have you ? 

Mr. Brown. No, sir. 

Senator Miti1«1n. My question was whether it is your duty to pro- 
tect the integrity of the rates as made; and I suggested that that 
admitted of an easy yes or no answer; and you said, “No, sir; I do 
not think so.” 

Now will you give us your kind of an answer to that question ? 

Mr. Brown. I think it is our duty to administer this act in such a 
way as to fulfill its purposes, which is to get the maximum export 
opportunities for United States products by developing corresponding 
import outlets in this country. A rate may be appropriate one day 
for that purpose, and may not be appropriate the next day. 

Senator Mitzircrn. You have procedures for changing the rates! 

Mr. Brown. Yes, sir; by negotiation. There is no injunction in the 
law that we must keep always the same rate. 

Senator Mrxurxr1n. I think you are approaching what I am getting 
at. You go to infinite pains to set a rate. Business presumably ad- 
justs itself to that rate. 

Now you are saying that that rate—I suggest you are saying that 
that rate—can be impaired or nullified, and that you have no duty 
to protect it if you believe that the general effect is good; is that what 
you are saying? 

Mr. Brown. It is our duty to see that no injury is done to a domestic 
industry; that is our duty, and we have provided a means for seeing 
that that is done. 

Senator Mruur«1yn. Then the rates that are established in the way 
which have been described so many times can be seriously affected 
without a change of rate through the attitude of the Department of 
State; is that correct ? 

Mr. Brown. No, sir. 

Senator Murg1n. Would you mind stating 

Mr. Brown. I do not think I understand the question, in the first 
place. 

Senator Mitirxr1n. Well, you understand that we fix rates do you 
not ? 

Mr. Brown. Rates of what, Senator ? 

Senator Mruu1k1n. Rates of duty. 

Mr. Brown. Oh, yes. 

Senator MrirrKrn. Yes. 

Mr. Brown. I thought you were talking about exchange rates. 

Senator Mitirxrn. What are we talking about, except rates of duty ! 

Mr. Brown. I did not understand; that is what confuses me. 

Senator MruzrK1n. Well, I will try to make it clear. 

Mr. Brown. Thank you, sir. 
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Senator Mitiixrn. I dislike all this verbiage to repeat a subject 
of conversation that is clearly before this committee. I am now talk- 
ing about concessions and rates and restrictions having to do with 
reciprocal trade, and under the reciprocal trade system. Is that ac- 
ceptable that far? 

Mr. Brown. I understand you. 

Senator Mitirxin. Yes. We have described herein in this commit- 
tee many, many times the processes whereby those rates, concessions, 
restrictions are established. 

Mr. Brown. Yes, sir. 

Senator MriurKin. Is that correct? All right. 

Now I am questioning you as to what can happen to those rates. 

Mr. Brown. Yes, sir. 

Senator MiturK1n. I am suggesting to you, and I am talking about 
the rates, the duties, our impost fees, our.excises—correct ¢ 

Mr. Brown. Yes, sir. 

Senator Miturxin. Do we understand each other ? 

Mr. Brown. I thought before you were talking about exchange 
rates; I am sorry. 

Senator Miuu1k1n. Well, we are on the track now, are we not? 

Mr. Brown. Yes, sir. 

Senator Miti1K1n. All right. 

Now, we go to all this trouble of negotiating rates at Geneva, and 
Annecy, at "Torquay, and prior to that in the bilateral agreements ; 
they become a part of our law and our traders base their future plans 
on those rates. 

Mr. Brown. Yes, sir. 

Senator Mirurx1n. And you have testified here today, I believe you 
have testified here today, in effect, that the guts, the integrity, the sub- 
stance of those rates, can be lost because the State Dep: artment has an 
attitude which does not result in a change of rate. 

Mr. Brown. No, sir; I did not testify to that at all. 

Senator Mituiktn. Now then, give us your answer to that question. 

Mr. Brown. The situation under this agreement is no different 
from what it would be if there had been no trade agreements program 
at all, and if we were operating under the 1930 tariff rates; if the 
country devalued, then the effect of the devaluation in relation to 
the then existing rate would be precisely the same as it is with respect 
to a rate- 

Senator MitirKin. But do you not see, Mr. Brown 

Mr. Brown. May I finish? 

Senator Mrirkin (continuing). As a point of merit for your sys- 
tem that you can at all times under the new system protect our own 
interests here? 

Mr. Brown. May I complete my answer? 

Senator MmurK1n. Now, you are saying that under the act of 1930 
this thing would have happened anyhow. Out of the other side of 
your mouth you say under this new system we are in position to pre- 
vent those things from happening. 

Mr. Brown. , Sage sir; I did not say that at all. 


Senator Mr11k1n. All, right ; tell us what you do say. 
Mr. Brown. May I complete my answer ? 
Senator Minxrx1n. Yes; go ahead. 
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Mr. Brown. I said that the effect of a devaluation bears on the 
tariff rate, whatever it is, whether fixed by statute or whether fixed 
by agreement, and the effect is the same regardless of which way it is 
fixed. 

Senator Miniikrin. Yes. 

Senator Kerr. The only thing that your agreements have done, 
if I understand it, to the statutory rates has been to change them, if 
changed, by reduction no more than 50 percent. 

Mr. Brown. That is correct, sir. 

Senator Kerr. So that the devaluation would hit the new rate which 
was the result of the statutory enactment, plus your agreed change, 
just the same insofar as whatever the devaluation amounted to, 
whether there had been a traded reduction or not. 

Mr. Brown. Yes, sir. 

Senator Kerr. And the relationship of the rate, the value of the 
foreign currency, was the result of the act of Congress and not the 
result of the act of the State Department. Is that principally or is 
that generally correct? 

Mr. Brown. Yes, sir. 

Senator Mriur«krn. It is conceivable, is it not, that a devaluation 
could have the effect of reducing a rate by 50 percent or of raising 
arate by 50 percent; is it not? 

Mr. Brown. Yes, sir. 

Senator Mrturkrn. Yes. 

Under this system which you are defending there is relief against 
that, is there not? 

Mr. Brown. There are two forms of relief against it. The first 
form is if in any specific case the result of the devaluation, combined 
with other factors, that is, the increase of imports, the inflow of 
imports, caused or threatened serious injury, in that case there is an 
opportunity for escape. 

Senator Miniikry. Yes. 

Mr. Brown. The other is that if the extent of the general devalua- 
tion were so great as to make us feel that the whole agreement was 
basically impaired, we could invoke the general nullification and im- 
pairment clause. 

Senator Minirkrn. You could make certain representations to the 
Monetary Fund, could you not? 

Mr. Brown. Oh, as to what a rate should be, yes. 

Senator MiuuiKk1n. I am just adding another possible source of 
relief. 

Mr. Brown. Yes, sir. 

Senator Miiuikin. So far as devaluation or revaluation is con- 
cerned, you could make certain representations to the Monetary Fund, 
could you not? 

Mr. Brown. I thought you wished me to confine myself to the 
trade-agreements program. There is also, of course, the voice that 
we have in the determinations of the Monetary Fund. 

Senator Minzikry. Let us back up a minute. If you want to make 
it under the trade-agreements program—— 

Mr. Brown. You are quite correct in saying that with respect to 
each change in rate we have a voice so far as all the members of the 
fund are concerned. 

Senator Kerr. You are now talking about exchange rates? 
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Mr. Brown. Yes, sir; exchange rates. 

Senator Kerr. You have left tariff rates ? 

Mr. Brown. Yes, sir. 

Senator MriuiiKk1n. We will come back to those. But the reason we 
are off of that is because of the very penetrating questions from the 
Senator from Oklahoma. We will come back to this, but let us follow 
this ball that we have. 

The point was that if you do not like a devaluation or a revaluation 
or anything that is done in this international currence y field, you have 
certain procedures available to you before the Monetary Fund, have 
you not? 

' Mr. Brown. That is quite correct. 

Senator Miturkin. And I said that taking it either independent of 
this system or taking it under the system, you have certain presumed 
remedies available to you, have you not ¢ 

Mr. Brown. Yes, sir. 

Senator Mi.ikin. Yes. 

Senator Kerr. What are they ? 

Senator Minurkin. They can protest the devaluation. 

Senator Kerr. I would like him to answer. I am really asking 
for information. 

Senator Miturkrn. I thought you were asking me. 

Senator Kerr. Oh, no. I would really like him to give me, for my 
information, the answer as to what we could do in that field, and to 
what extent, and what we might be able to do, and how we might do it. 

Mr. Brown. I know that we have—— 

Senator Kerr. I am not testing the witness’ knowledge; I mean 
IT am not seeking to test it. If you do know, I would appreciate your 
putting it into the record. 

Mr. Brown. I do not. I would have to refer you to somebody in 
the Treasury Department of the fund, who knows about how those 
things work in detail. All I know is we have an important voice 
there, and have an opportunity there to participate in the decisions 
and make our views known. 

Senator Kerr. [I would be quite surprised to learn that the Monetary 
Fund, as such, could prevent a foreign country from devaluing its 
currency. 

Senator Mirkin. I might suggest, Senator, that under the Mone- 
tary Fund it can devalue up to 20 percent on its own initiative, but 
after that it must secure the consent of the Monetary Fund. That 
is, I believe, the law. 

The Cuarrman. That is if it is a member of the Monetary Fund. 

Senator Kerr. That is, if it has agreed to do that. 

Senator Miu1K1n. The countries that have joined the Monetary 
Fund have agreed to that. 

Senator Kerr. Yes. 

The Cuarrman. You have a right to recommend, do you not, to 
the Monetary Fund—submit recommendations ? 

Mr. Brown. It is my understanding that any proposed devalua- 
tion by a member of the fund must be “submitted to the fund, and in 
that forum there is an oppo ortunity to make recommendations, state 
our position, but just how that is done, I do not know. 

Senator Miiiixry. I was merely driving to the end point that your 
knowledge is sufficient to know that under GATT and, as a member 


i 
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of the Monetary Fund independently of GATT, if you wish, we do 
have opportunities to rereaoy any complaint that we may have as 
to any particular devaluation to the Monetary Fund, have we not? 

Mr. Brown. Yes, sir. 

Senator Miniikin. Yes. 

Now, coming back to the original question, we go to all of these 
labors to produce a schedule of concessions. 

I point out again that the producers of this country rely on those 
concessions, the rates, the actual figures in the columns which become 
law by your action; they rely on that in planning their present busi- 
ness, and in looking backward over the past vicissitudes and prosperity 
of their business, and in looking forward to possible other vicissitudes 
or prosperity, they plan on the ‘basis of those stated rates. 

Now, I think you have said, in effect—you have admitted, I believe— 
that those rates could be seriounsly affected by devaluations or re- 
valuations; is that not correct? 

Mr. Brown. Yes, sir. 

Senator Minin. So that if that happens then the figures that 
the American producer has been working on are in the ash can, are 
they not ? 

Mr. Brown. Not necessarily. 

Senator Minirkin. Well, tell us about that. 

Mr. Brown. That is inherent in any tariff rate. 

Senator Mitirkry. Well, call it inherent—I have asked you a very 
plain question, Mr. Brown. I am not asking you what is inherent 
in risks of business. I know something about ‘that myself. 

Mr. Brown. The effect of the rate is different 


Senator Miiuikry. I am just asking you if a man plans his business 
according to a rate, and a develuation of it guts or seriously impairs 
or changes that rate, does that not have a profound effect on his affairs? 


Mr. Brown. The rate would be materially affected; yes, sir. 

Senator Mrirxrn. Why, of course. 

Now then, I want to get very clearly your statement that T thought 
you made awhile : ago that if the State Department is pleased with the 
increased imports that result, if you are pleased w ith that, that you 
can rest in a status of being pleased with it, without taking steps to 
change the rate on which business must operate ; is that corr ect ? 

Mr. Brown. The question of what the exchange rates are is a matter 
for the International Monetary Fund. 

There is always in international trade inherently a problem of ex- 
change rates, and the question of their fluctuations, and those are 
normal conditions that everyone understands, and must take into 
account. 

Senator Kerr. I would like to correct the witness there. When you 
said that everyone understands, I wonder if he would say everyone 
is aware of? 

Mr. Brown. Thank you very much Senator; that is much more ac- 
curate, a much more accurate statement. 

(There was discussion off the record.) 

Senator Mruxrx1n. I would like to have the reporter read the ques- 
tion that Mr. Brown is now answering or discussing. 

(The reporter read the question as requested by Senator Millikin.) 

Kelas Miuirkin. Would you mind directing your answer to that 
question ? 





Mr 
read 
and I 

Ser 
enoug 

(T! 

Ser 
sive ¢ 

Mr 

Sel 
answe 

Mr 
estab! 
purpe 
excha 
exten 

Wl 
wher 
occur 
expal 
deval 
with 

Se 
and r 

Mr 
that 1 

Ser 

Mr 

Sel 

Th 

Sel 

Mr 
other 
a dist 

Sei 
tion 3 


rates 
restr 
ate il 
Ser 
the 
and ¢ 
Mr 
out o 
Ser 
conce 
tude 1 
Mr 


advar 


TRADE AGREEMENTS EXTENSION ACT OF 1951 1215 


Mr. Brown. I wonder, would the chairman permit the reporter to 
read the beginning of my answer. I think I am satisfied with that, 
and I would go on. 

Senator Minui«rn. I think your voice is mellifluous and pleasing 
enough to me so that I am willing to have it all read. 

(The answer referred to was read by the reporter. ) 

Senator Miruiqin. You think that much of your answer is respon- 
sive? 

Mr. Brown. Yes, sir. 

Senator Minin. All right, give us the rest of your responsive 
answer. 

Mr. Brown. That situation is inherent in any tariff, whether it is 
established by an agreement of this kind or by a law. It is not the 
purpose of this agreement to deal with the problems of fluctuating 
exchange rates; and that is taken care of in a different forum to the 
extent that it is taken care of. 

What we do do to deal with that problem is to provide a means 
where if for any reason, including exchange fluctuations, an injury 
occurs, that can be prevented. The purpose of this agreement 1s to 
expand and increase the trade between the parties to it, and if a 
devaluation assists in expanding that trade, then that is consistent 
with the purposes of the agreement. 

Senator Mruurk1n. Now, a devaluation expands trade on one side 
and restricts it on the other; does it not? 

Mr. Brown. The reason—yes, sir; it does; and the reason it does 
that is 

Senator Mitirxin. I know the reason why it does it. 

Mr. Brown. May I please put it in the record? 

Senator Miri. Yes, 

The Cuatrman. Yes; go ahead. 

Senator Mitirkrn. Put the reason in. 

Mr. Brown. The reason is because the trade has been distorted the 
other way in the past, and the reason for the devaluation is to correct 
a distortion which occurred before. 

Senator Mirur«k1n. All right, assume that is correct. A devalua- 
tion increases the imports on one side and may decrease the exports 
on the other side. 

Mr. Brown. That is its purpose. 

Senator Mitir«1n. That is correct. So when you get all through, 
what is your net so far as increasing world trade is concerned ? 

Mr. Brown. Your net is very considerable because if your exchange 
rates are in a better equilibrium, then you can get rid of some of these 
restrictions and let the forces of competition in the market place oper- 
ate instead of governmental restrictions. 

Senator Mitur«1n. By bringing them into equilibrium, let us assume 
the pound was brought into equilibrium, you increase our imports 
and decrease our exports. 

Mr. Brown. Yes, sir; and our exports and imports were very greatly 
out of balance. : : 

Senator Mitir«tn. So that as far as that particular devaluation is 
concerned, your sdlicitude for the exporter does not equal your solici- 
tude for greater imports into this country. i 

Mr. Brown. In that particular case the exporter was enjoying an 
advantage as a result of the overvaluation of the pound. 
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Senator MriLirKin. Now, you are saying the pound was overvalued ? 
You are taking that as your own cone ‘lusion. 

Mr. Brown. I am assuming that that was the reason for devaluation. 
As to the merits of the figures chosen, I have no opinion. 

Senator Minirkrn. Yes. 

Now, you point out that there are losses, without, I assume, any kind 
of tariff agreements at all; that men must calculate the future, and no 
man is caps yable of estimat ing very far into the future the effect on him 
of the vast complex of all of the trade circumstances of the world. 
‘That was, I believe, the gist of one part of your exposition ; that under 
the act of 1930 the same thing could happen. 

Now, I invite your attention to the fact that reciprocal trade agree 
ments were supposed to give relief from injuries from imports that do 
injure. 

[ invite your attention again to the fact that in order that men may 
plan, as best they can, under the strained circumstances that operate 
in this world, we have fixed rates. That is one of the purposes of 
making a fixed rate. 

I ask you again, where we have that fixed rate, if it should result 
in—if a devaluation should result in—injury to our producers, you do 
not take steps to readjust the rates, but if the result is pleasing to you, 
by way of increasing imports, you are content with a devaluation, and 
do nothing to straighten the rate out; is that correct / 

Mr. Brown. If the devaluation resulted in injury, action could and 
would be taken. 

Senator Minuikin. What action would you take? 

Mr. Brown. Under the escape clause of changing the tariff rate. 

Senator Mintitkin. And you have taken no escapes on that account ? 

Mr. Brown. We have not been asked to, Senator. 

Senator Mitir«in. Well, you can work under your own initiative, 
‘an you not? 

Mr. Brown. Sir, if we think there is any injury. We have no evi- 
dence of it and, therefore, we have not acted. 

Senator Miii1K1n. You have said, I believe, you do not believe there 
has been any injury, and had you believed there was injury, you could 
take action on your own account ? 

Mr. Brown. That is my position. 

Senator Minuixry. And you have not taken any action ? 

Mr. Brown. Because I do not believe there has been any injury. 

Senator Minirq1n. Well, never mind the “because.” There is no 
use of repetition. I am just trying to get at the end point of whether 
you have taken any action. 

Mr. Brown. No; the essence of this thing, if I may be permitted 
to make my position clear is, the reason we have not taken action is 
because we do not believe there has been injury. 

Senator Minirkin. Right. 

Mr. Brown. And we have no duty or responsibility to take action 
in cases where there has been no injury, and I would like 

Senator Minz1kry. And of your own initiative you can take action 
whether or not a complaint is made to you by anybody else? 

Mr. Brown. We could. 

Senator Minurk1n. But you have not. 

Mr. Brown. Because there has been no injury. 
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Senator Minurkin. All right. Let us double underline that as your 
view of it. I am just trying to get at what your power is. 

You can, out of your own initiative, without any complaint from 
anybody, take steps to redress injury that occurs from these devalua- 
tions: is that not correct? Never mind the “because” now; just tell 
me whether that is correct ? ’ 

Mr. Brown. I have stated it many times; yes, sir. 

Senator Minurki. All right. 

Now, the same will be true as to possible other devalutions which 
have occurred, and as to those which might occur in the future; is 
that not correct ¢ 

Mr. Brown. In any case where an injury is caused, we could take 
action either on our own initiative or on complaint of some affected 
party. 

Senator Mintiixrn. Let us move over to—— 

Senator Kerr. May Laska question before you move ¢ 

Senator Mriuikin. Yes. 

The Cuatrman. All right, Senator Kerr. 

Senator Kerr. Is it your feeling that in the absence of injury, posi- 
tive action might create injury ¢ 

Mr. Brown. Yes, sir; if there is no injury, and if we raised tariff 
rates, that defeats the purpose of this whole program, which is to 
expand the mutually satisfactory trade between the countries. 

The Cuamman. Do I understand, Mr. Brown, that you have an- 
swered that the producers in this country, exporters, have not com- 
lained against any of these devaluations actually made, to the State 
Satnend ; is that correct ? 

Mr. Brown. There has been some complaint about the devalua- 
tions, yes. But we have no power to change the other fellow’s tariff 
rates. I was addressing myself to the effect on our rates. 

The CuHatrMan. Yes. 

Mr. Brown. Which I thought Senator Millikin was interrogating 
me about. | 

Senator Mutiikrn. But you do have the power of initiating action 
that might adjust the situation to a no-injury point on both sides 
do you not, under GATT, if you please 4 

Mr. Brown. Yes, sir. 

Senator Minin. Yes. 

Nothing of that kind has been done on any of these devaluations 
which have occurred so far ? 

Mr. Brown. No, sir. 

Senator Miii1k1n. Now, what is the purpose of paragraph 516 (b) 
of the Tariff Act of 1930 ? 

Mr. Brown, maybe we can short-circuit this; maybe I can refresh 
your memory, that 516 and, particularly 56 (b), deal with the sub- 
ject of classifications. 

Mr. Brown. I think I am familiar with it, Senator. 

Senator Minuikin. And under the old system, gave legal redress for 
amisclassification. That was repealed, was it not ? 

Mr. Brown. I am sorry, sir; this is a rather abrupt change of sub- 
ject. It has changed my mind. 

Senator Kerr. Would you say it changed your trend of thought? 

(There was discussion off the record.) 
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Mr. Brown. I was looking for the text of the section ; I do not thin 
I have it, but I think what the amendment was, was that it prevente«! 
a producer from litigating the propemty of a decision about classifics 
tion of an import; am I correct ? 

Senator Miniixr. The reciprocal trade agreements did that. 

Mr. Brown. Yes. . 

Senator Mriixrxiy. I think that is correct. 

Mr. Brown. As I understand the purpose of that it was that 
had proved by experience that there had been a great many applica 
tions under that section, and that they had resulted in tying up im- 
ports for 

Senator Mitirqrn. You mean a great many legal actions. 

Mr. Brown. A great many legal actions, yes, sir; and they resultec 
in tying up imports to a tremendous extent, and for a long time, 
although there were very few decisions ultimately changing the class) 
fication and that, therefore, it was repealed. 

Senator Mitiixin. What relief does an importer have at the pres 
ent time against what he thinks is a misclassification ? 

Mr. Brown. An importer has the right to go to court about it. 

Senator Mitiix1n. Not under those items that are 

Mr. Brown. Yes, sir. The importer does; yes, sir. 

Senator Minirkr1n. I mean the producer. 

Mr. Brown. He has none. 

Senator Minin. He has none. He has the right under those 
articles that are not under the reciprocal trade system, does he not / 

Mr. Brown. Yes, sir. 

Senator Mitirmin. What was the effect of the reciprocal trade 
agreements on section 336 of the act of 1930? 

Mr. Brown. It removed items in the trade agreements from the 
operation of section 336. 

Senator Minzixin. That had to do with production studies. 

Mr. Brown. Yes, sir: I think cost of production studies. 

Senator Mitu1K1n. Yes. 

The general theory has been, has it not, that under the state of the 
world, it is rather impractical to make universal cost studies. 

Mr. Brown. Yes, sir: I believe there has been a great deal of testi- 
mony as to the impracticability of that procedure. 

Senator Mitu1K1n. There is no limitation on the Tariff Commission 
at the present time from making such cost studies as it is fitted to 
make; is that correct ? 

Mr. Brown. I am not sure I understand the question, Senator. 

Senator Miuirk1n. Well, one of the objections to making these cost 
studies, as provided in section 336 of the act of 1930, was that it re- 
quired a tremendous organization, scattered around all over the world, 
and it is now contended that the world is in such a state that it is more 
or less impracticable in many cases to get cost figures. 

Now, I am asking the question whether the Tariff Commission is 
barred in any way from making cost studies to the extent that it is 
able to make them, or feels it is able to make them ? 

Mr. Brown. I do not think there is any bar against the Tariff Com- 
mission’s making the study, but I do understand that the consequent 
action under section 336 would not be available in case of articles 
which are in the trade agreements. 














Sena 
modit 
classifi 

Mr. | 
him, he 


Sena 
Mr. | 
Sena 
Mr. 
before 
the cla 
Sens 
Mr. 
Sens 
Now 
restore 
agreen 
“Mr. 
back it 
or not 
the tr 
presen 
his cas 
Sen: 
compl; 
why I 
legal ] 
Mr. 
existit 
Sen 
ofan 
Mr. 
fected 
in the 
often; 
a case 
it wou 
Sen 
Mr. 
take a 
Sen 
the pr 
Mr. 
Ser 
Mr 
kind, 
gress 
Ser 
ity h: 
nephe 
Mr 








the 
esti- 


sion 


d to 


cost 
t re- 
rid, 
nore 


mn is 
1t Is 


1om- 
uent 
icles 


TRADE AGREEMENTS EXTENSION ACT OF 1951 1219 


Senator Miiurkin. What is the remedy of a producer in a com- 
modity that is under the trade-agreements system against a mis- 
classification ¢ 

Mr. Brown. If the misclassification should result in any injury to 
him, he has his remedy under the escape clause. 

Senator Mrurern. [ am talking about a producer. 

Mr. Brown. That is what I was talking about also, sir. 

Senator Miitur«1n. That is the only remedy? 

Mr. Brown. Yes, sir. He also has the opportunity to be heard 
before any negotiation, and to suggest that there be an effort to change 
the classification, in negotiations. 

Senator MiuurK1n. There is no legal remedy, is there? 

Mr. Brown. No, sir. 

Senator Minin. No. 

Now, if the reciprocal trade agreements were amended so as to 
restore the judicial remedy, what would be the harm to our trade- 
agreements system or to particular trade agreements ? 

Mr. Brown. I think you would get the situation where you get 
back into litigation, delaying litigation. The real question is whether 
or not the domestic producer has suffered any injury as the result of 
the trade agreements’ operations, and he has a full opportunity to 
present that to the Tariff Commission, and to secure redress if he makes 
his case. 

Senator Mrturx1n. The reason for my question is that there is much 
complaint that the existing so-called remedies are empty, and that is 
why I am talking about me bette great harm would be done if the old 
legal remedy were restored. 

Mr. Brown. I think it would be very much preferable to make the 
existing remedies adequate. 

Senator Mintiik1n. How would you suggest that be done in the case 
of a misclassification ? 

Mr. Brown. The only way in which a classification would be af- 
fected by a trade agreement would be if the classification were bound 
in the agreement against change. That sometimes happens—not 
often; and in the escape-clause action if the Tariff Commission found 
a case, escape could be taken from that binding; and then, in any case 
it would be necessary for the Congress—— 

Senator Mirxurkin. Sir? 

Mr. Brown. In any case it would be necessary for the Congress to 
take action to change the classification. 

Senator Minin. The Congress would have to pass laws to cover 
the point you have now made. 

Mr. Brown. That would be true in any case, Senator. 

Senator MiuirKin. Yes. 

Mr. Brown. If the courts ruled that a classification is of a particular 
kind, the only way that could be changed would be by an act of Con- 
gress describing a different classification. 

Senator Mitirxrn. We have had complaints here that one commod- 
ity has been construed as common sand—what is the name of it?—- 
nepheline syenite has been construed to be the same as common sand. 

Mr. Brown. Yes, sir. 
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Senator Mitui«i. Thus carrying no duty. Just how should those 
people proceed to establish, if they | can, that nepheline syenite is not 
common sand / 

Mr. Brown. What they are concerned about—would be concerned 
about, I should think—would be two things: first the classification, 
which was the court decision, and the other would be whether the 
effect of that classification has been to cause them any injury. 

Now, the only way in which the trade agreements affect that situa- 
tion is because in this particular case it happens that the classification 
of nepheline syenite as sand has been bound in the trade agreement. 

Senator Minzirkin. Yes. 

Mr. Brown. Now, there is a way of getting out of that binding 
if the case is shown, through the escape-clause action. 

Senator Minuikixn. How? What is that exact way ? 

Mr. Brown. By making an application in the usual way to the 
Tariff Commission. 

Senator Mitzrkin. Yes. The law specifically provides that we 
cannot tamper with the free list; and, since you have got it on 
the free list, how can they bring themselves within the jurisdic- 
tion of the Tariff Commission ? 

Mr. Brown. What the Tariff Commission escape-clause action 
would do would be to relieve us of the international commitments 
to maintain the item on the free list. Then it would, of course, 
no matter what happens, require a law of Congress to bring the 
thing from the free list to a dutiable list. 

Senator Minirkin. So that in that particular case, and in similar 
cases, you have to have laws to reach the matter. 

Mr. Brown. That is correct, sir, and that would be true whether 
or not there was a trade agreement. 

Senator Miuii«r. Is it your opinion that the determination of 
what proper classification should be is a legal question, a factual 
question, or a mixed question of fact and law? Obv iously, it has 
been a legal question in the past. 

Mr. Brown. It is decided in the Customs Court, I understand. 

Senator MiniumKrn. Yes; and I assume that in solving—having 
determined that it is a legal question in particular cases, the deci- 
sion goes off on facts, I suppose ? 

Mr. Brown. Yes. 

Senator Mitirkrn. And so, in determining your question of clas- 
sification, the Tariff Commission would be assuming the judicial 
functions formerly assumed by the Customs Court; ‘would it not / 

Mr. Brown. No, sir; not at all. The Tariff Commission would 
simply be determining whether or not the binding of this product 
as a duty-free product has caused or threatened serious injury to 
the domestic industry. It would have nothing to do with the clas- 
sification at all; and, if that fact should be shown, then that bind- 
ing could be withdrawn; and then, as I said before, it would be neces- 
sary, in order to complete the relief of the industry, for an act of 
Congress to change the duty status from free to dutiable. But that 
would be true—that latter point would be true—regardless of whether 
there were or were not a trade agreement. 

Senator Miiui«xrn. Well, to summarize, in the case of duty-free 
items, to get relief from this classification, Congress will have to pass 
some kind of legislation; is that correct ? 
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Mr. Brown. Yes, sir. 

Senator Mini1k1n. How can one prove that an increase in imports 
of a free item results from the binding? 

Mr. Brown. I think that is discussed in the Tariff Commission’s 
pamphlet; that is the question, as you say, of making your plans 
on the basis of the assumption that you are going to get free entry 
into the country, developing a market; and the binding of an item 
on the free list can be a very important factor in the volume of im- 
orts. 

Senator Miniikiy. I agree with you entirely on that. I agree 
with you entirely that a binding can be a very, very important con- 
cession to interested parties. That is what makes it such an im- 
portant question here, as to what is the effect of the binding; and, 
if we do not like the binding, what do we do about it? And, where 
you have e free category, to start with, how can you prove the 
binding of it, the binding it as a free item, how can you prove 
injury ¢ 

Mr. Brown. You can show that the binding has been one of the 
contributing factors to the volume of imports. 

Senator MILLIKIN, If you were playing devil’s advocate just how 
would you proceed to prove that ? 

Mr. Brown. Sir, I would have to prepare my case, but I am sure I 
could do it. 

Senator Mitirkty. I think you could, too. 

Mr. Brown. Thank you, sir. 

Senator Minuikr. That is a tribute to your agility. 

Mr. Brown. Iam not sure I like that word, Senator. 

Senator Miniikr1n. Well, should I say your suppleness ? 

Mr. Brown. No, sir; I do not like that either, if you will permit me 
to say so. 

Senator Miniikin. Let me say a tribute to your outstanding ability, 
which I gladly concede. 

Mr. Brown. Thank you, sir. 

Senator Mitiikry. I hope there are no hurt feelings. 

Mr. Brown. No, sir. 

Senator Minzik1y. I want to end this morning’s session on a nice 
note. 

The CuarrMan. Well, it is 12 o’clock. Can you return at 2 or 2:30? 

(There was discussion off the record. ) 

The Cuamman. The committee will recess until 10 o’clock tomor- 
row morning. 

Senator Minn1k1n. May I ask, Mr. Chairman, whether Mr. Brown 
will be prepared tomorrow on the unfinished material which was 
mentioned this morning? 

Mr. Brown. I hope to be, sir. I am trying to be complete, so that 
it may take a little time. 

Senator Mini. Thank you. 

The CuarrmMan. We will recess until tomorrow at 10 o’clock. 

(Whereupon, at 12: 05 p. m., the committee adjourned to reconvene 
on Thursday, March 22, 1951, at 10 a. m.) 
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THURSDAY, MARCH 22, 1951 


Untrep States SENATE, 
CoMMITTEE ON FINANCE, 
Washington, D.C. 

The committee met, pursuant to recess, at 10:30 a. m., in room 312 
Senate Office Building, Senator Robert S. Kerr presiding. 

Present: Senators Kerr (presiding), Frear, Millikin, and Martin. 

Also present: Mrs. Elizabeth B. Springer, "chief clerk, and Serge 
Benson, minority professional staff member. 

Senator Kerr. The committee will come to order. 


STATEMENT OF WINTHROP G. BROWN, DIRECTOR, OFFICE OF 


INTERNATIONAL TRADE POLICY, DEPARTMENT OF STATE— 
Resumed 


Mr. Brown. Mr. Chairman, I have one or two points which are 
still open and one or two corrections I would like to make, if that 
would be agreeable. 

Senator Kerr. All right, go ahead. 

Mr. Brown. Mr. Chairman, I stated at an earlier stage in the testi- 
mony that the previous trade agreement with Czechoslovakia had 
been suspended. Iwasinerror. It had been terminated. 

That was done in 1939 when Czechoslovakia was occupied by the 
Germans, so that the only relationship we have with Czechoslovakia 
as far as trade agreements are concerned is in the GATT. I would 
like to have that correction made in the record if the committee would 
permit me. 

Senator Kerr. Is that in effect? Is GATT in effect? 

Mr. Brown. Yes. 

Senator Kerr. In part? The practical result of it is then that we 
are in the status of having a trade relationship with them with con- 
cesions both ways as provided in the GATT agreement ? 

Mr. Brown. Yes, sir. 

Senator MinirK1n. May I ask at that point, the agreement termi- 
nated in what year ? 

Mr. Brown. In 1939. 

Senator Minirin. And what was the cause for terminating the 
agreement ? 

Mr. Brown. Czechoslovakia was occupied by the Germans at that 
time, Senator. 

Senator Minuikry. And was it formally terminated, the agreement, 
at that time ? 

Mr. Brown. Yes, sir. 
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Senator Minin. Following up Senator Kerr’s inquiry, do our 
trade relations with Czechoslovakia result from the most- oo 
nation clause of the act of 1930 or do they result from GATT « 
both ? 

Mr. Brown. Both. 

Senator Mii. What are the provisions of GATT that take in 
a country that is not a GATT member ? 

Mr. Brown. Czechoslovakia is a party to the GATT. 

Senator Miiirxr. Oh, it is? 

Mr. Brown. Yes, sir. 

Senator Miuur«rn. That is what confused me. Thank you. 

Mr. Brown. I also stated that we had no most-favored-nation agree- 
ments with Korea and Germany. I find I was in error in that state- 
ment. 

We had a most-favored-nation commitment, exchange of commit- 
ments with Korea in an ECA bilateral agreement, and by special 
arrangement with Germany signed in September 1948. So that, as 
far as the countries acceding to y the GATT at Torquay are concerned, 
we have previous most- favored-nation agreements with all of them. 

Senator Mirrk1n. Does ECA have a right to make bilateral trade 
agreements ? 

Mr. Brown. No, sir; but one of the provisions that has been in- 
cluded in the bilateral agreements which have been concluded with 
all recipients of ECA has been an obligation by them to give us most- 
favored-nation treatment and vice versa. 

Senator Miiurkin. That is a part of every ECA agreement ? 

Mr. Brown. I believe so, sir. 

Senator Mitir«in. I wonder if that would not lend itself readily to 
some documentation or a sample of something of that kind? 

Mr. Brown. Oh, yes. 

Senator Mizuki. If it is agreeable to the chairman, let us get one 
of them in so we can determine the nature of those agreements as far 
as this system is concerned. 

Mr. Brown. Yes, sir. 

(This matter is referred to in subsequent testimony.) 

Senator Miiirkrn. Now that goes both as to Korea and was to 
which other country ? 

Mr. Brown. Western Germany. 

Senator Minirkin. Is Western Germany also an ECA situation? 

Mr. Brown. No, sir: that was a separate agreement. 

Senator Minir«1n. What is that agreement, a reciprocal trade sys- 
tem agreeement or is it some other ty pe? 

Mr. Brown. No, sir; it, is just a separate agreement between us and 
other countries and Western Germany. 

Senator MrirK1n. I am just wondering what the legal basis would 
be for a tariff arrangement that is not authorized by the Congress. 
Well, anyhow might we have that agreement in the record ? 

Mr. Brown. Certainly. 

Senator Minirqin. Are you prepared to comment on its content, 
origins, When and where it was signed ? 

Mr. Brown. Yes sir, it was signed at Geneva on September 14, 
1948, 

Senator Mitiikry. 1948 ? 
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Mr. Brown. We had long been anxious to get most-favored-nation 
treatment for Western Germany from other countries, and we sug- 
gested such an agreement and it was finally concluded. 
~ Senator Minnixrn. Was it in the nature of a reciprocal-trade agree- 
ment ¢ 

Mr. Brown. No, sir; it was just a most-favored-nation agreement. 

Senator Mituixkin. Why would not Western Germany, assuming 
a national status for Western Germany—why would she not have h: ad 
the benefit of the 1930 act ? 

Mr. Brown. She did from us, Senator, but the principal point was 
to secure an assurance of most-favored-nation treatment from a large 
number of other countries. You see Western Germany was then under 
military occupation and we were very anxious to see that she was 
getting equal treatment from other countries. That was the primary 
purpose of the ¢ agreement. 

Senator Mitiixrn. Is Western Germany in full trade with the rest 
of the world ¢ 

Mr. Brown. Yes, sir; I think so. 

Senator Minzixrn. I mean are there any trade impediments against 
her that you know of ? 

Mr. Brown. I do not know of any. There may be some cases where 
she is not getting most-favored-nation treatment, but I do not know 
ofthem. Icancheck that for you. 

As far as the principal countries with which she has commercial 
relations, she is getting the same treatment as anyone else. 

Senator Mrniixry. And what is the nature of the concessions which 
Germany makes to the other countries? Is there a statutory—— 

Mr. Brown. There is nothing but an agreement to give most- 
favored-nation treatment both ways. 

Senator Minirk1n. I mean on what basic law does Germany base 
herself ¢ 

Mr. Brown. I do not know, sir. 

Senator Mitiikrn. Does she have her own tariff act or does she 
publish concessions or how does an American exporter determine what 
he pays to get into Germany ¢ 

Mr. Brown. There is a German tariff. 

Senator Mitiikin, I see, and is that by the new government ? 

Mr. Brown. That is by the new government. 

Senator MinurKin. Would you mind putting in the record those 
two agreements with Korea and Germany ? 

Mr. Brown. Yes, sir. I have the German agreement here. I will 
get the Korean agreement. 

(The agreements above referred to follow :) 


[Treaties and other international acts series 1908] 


Economic CooperaTION WitH Korea UNper Pusiic Law 798, ErcutretH Con- 
GRESS—AGREEMENT BETWEEN THE UNITED STATES OF AMERICA AND KOREA 


(Signed at Seoul December 10, 1948; entered into force December 14, 1948) 





PREAMBLE 


The Government of the Republic of Korea having requested the Government of 
the United States of America for financial, material and technical assistance to 
avert economic crisis, promote national recovery, and insure domestic tranquility 
in the Republic of Korea, and 
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The Congress of the United States of America, in the Act approved June 2s. 
1948, (Public Law 793, 80th Congress), having authorized the President of tie 
United States of America to furnish assistance to the people of the Republic of 
Korea, and 

The Government of the United States of America and the Government of t)e 
Republic of Korea, believing that the furnishing of such assistance, on terms 
consonant with the independence and security of the Government of the Republic 
of Korea, will help to achieve the basic objectives of the Charter of the United 
Nations * and the United Nations General Assembly Resotutions on November 14, 

947, and will further strengthen the ties of friendship between the American 
and Korean peoples: 

The undersigned, being duly authorized by their respective Governments {| 
that purpose, have agreed as follows: 


ARTICLE I 


The Government of the United States of America will furnish the Government 
of the Repubiic of Korea such assistance as the President of the United States of 
America may authorize to be provided in accordance with the Act of Congress 
approved June 28, 1948, (Public Law 793, SOth Congress), and any Acts amenda 
tory or supplementary thereto. 

ARTICLE II 


The Government of the Republic of Korea, in addition to making the most 
advantageous use of all available Korean resources, will make similarly effective 
use of the aid furnished to the Government of the Republic of Korea by the 
Government of the United States of America. In order further to strengthe: 
and stabilize the economy of Korea as soon as possible, the Government of the 
Republic of Korea hereby undertakes to effectuate, among others the following 
measures : 

(a) The balancing of the budget through the exercise of economy in govern- 
mental expenditures and the increase of governmental revenues by all practi- 
cable means. 

(b) The maintenance of such controls over the issuance of currency and the 
use of private and governmental credit as are essential to the attainment of 
economic stability. 

(c) The regulation of all Foreign Exchange transactions and the establis! 
ment of foreign trade controls, including an export and import licensing system, 
in order to insure that all foreign exchange resources make a maximum contrilbu- 
tion to the welfare of the Korean people and recovery of the Korean economy. 

(d) The establishment of a rate of exchange for the Korean currency as soo! 
as economic conditions in Korea warrant such action. 

(e) The exertion of all possible efforts to attain maximum production, collec 
tion and equitable distribution of locally-produced supplies, including the con 
tinuance of a program of collection and distribution of indigenously-produce( 
cereal grains designed to 

(1) Assure a minimum adequate staple ration at controlled prices for 
all non-self-suppliers, and where necessary to distribute to indigent and 
needy persons their fair share of available food suplies ; and 

(2) Obtain foreign exchange. 

(f) The facilitation of private foreign investments in Korea together with the 
admittance of private foreign traders to transact business in Korea subject to 
such restrictions as are prescribed in the Constitution and the Laws of the 
Republic of Korea. 

(g) The development of Korean export industries as rapidly as practicabl 
(h) The management or disposition of government-owned productive faci 
ties and properties in such a manner as will insure in the general welfare, the 

furtherance of maximum production. 


ARTICLE II 


1. The Government of the United States of America will appoint an official 
(hereinafter referred to as the United States Aid Representative) to discharge 
the responsibilities in Korea of the Government of the United States of America 
under the terms of this Agreement. Within the terms of this Agreement, the 


2 Treaty Series 993 ; 59 Stat. 1031. 
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United States Aid Representative and his staff will assist the Government of the 
Republic of Korea to make the most effective use of Korea’s own resources and 
of aid furnished to the Government of the Republic of Korea by the Government 
of the United States of America, thereby to advance reconstruction and promote 
economic recovery in Korea as soon as possible. 

2. The Government of the Republic of Korea agrees to extend diplomatic 
privileges and immunities to the United States Aid Representative and members 
of his mission. 

3. The Government of the Republic of Korea will furnish all practicable 
assistance to the United States Aid Representative in order to enable him to 
discharge his responsibilities. The Government of the Republic of Korea will 
permit the free movement of employees of the Government of the United States 
of America engaged in carrying out the provisions of this Agreement to, in or 
from Korea; facilitate the employment of Korean nationals and residents; 
authorize the acquisition of facilities and services at reasonable prices; and 
in other ways assist the United States Aid Representative in the performance 
of his necessary duties. The Government of the Republic of Korea, in consulta- 
tion with the United States Aid Representative, will effectuate such mutually 
acceptable arrangements as are necessary for the utilization of the petroleum 
storage and distribution facilities, and other facilities which are required to 
earry out the objectives of this Agreement. 

1. The Government of the Republic of Korea will permit the United States 
Aid Representative and his staff to travel and to observe freely the utilization 
of assistance furnished to Korea by the Government of the United States of 
America, and will recognize his right to make such recommendations in respect 
thereto as he deems necessary for the effective discharge of his responsibilities 
under this Agreement. The Government of the Republic of Korea will maintain 
such acounts and records pertaining to the Aid Program, and will furnish the 
United States Aid Representative such reports and information as he may 
request. 

5. In the event the United States Aid Representative ascertains the existence 
of abuses or violations of this Agreement, he will so inform the Government of 
the Republic of Korea. The Government of the Republic of Korea will promptly 
take such action as is necessary to correct such abuses or violations as are found 
to exist and inform the United States Aid Representative of action taken. If, 
in the opinion of the United States Aid Representative, appropriate corrective 
action is not taken by the Government of the Republic‘of Korea, he may take 
such steps as may be appropriate and proper and may recommend to the Gov- 
ernment of the United States of America the termination of further assistance. 

6. The Government of the Republic of Korea will establish an operating agency 
to develop and administer a program relating to the requirements, procurement, 
allocation, distribution, pricing, and accounting for supplies obtained under this 
Agreement. In the development and execution of such a program the operating 
agency will consult with the United States Aid Representative. 


ARTICLE IV 


1. The Government of the Republic of Korea will develop an over-all economic 
recovery plan designed to stabilize the Korean economy. An integral part of this 
economic recovery plan will be an import-export program to be agreed upon by 
the United States Aid Representative and the Government of the Republic of 
Korea. In consonance with this agreed-upon import-export program, the Gov- 
ernment of the Republic of Korea will transmit to the United States Aid Repre- 
sentative fully justified import requirements, together with estimates of export 
availabilities, this information to be transmitted at such times and in such form 
as may be desired by the United States Aid Representative. 

2. The Government of the Republic of Korea will insure that the periodic 
allocation of foreign exchange by categories of use will be made in consultation 
with and with the concurrence of the United States Aid Representative, and 
that expenditures of foreign exchange will be made in accordance with such 
allocations. 

3. Where it is deemed necessary, the Government of the Republic of Korea will 
employ foreign consultants and technicians to assure the effective utilization of 
domestic resources and of equipment and materials brought into Korea under the 
import-export program. The Government of the Republic of Korea will in each 
case inform the United States Aid Representative of its intention to employ such 
individuals. 
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ARTICLE V 


1. The Government of the Republic of Korea will take all appropriate steps 
regarding the distribution within Korea of goods provided by the Government 
of the United States of America pursuant to this Agreement, and of similar goods 
imported through the use of other funds or produced locally, to insure a fair and 
equitable distribution of these supplies at reasonable prices consistent with local 
economic conditions within the Republic of Korea, and to insure that all such 
goods are used for the purpose envisaged by this Agreement. 

2. The Government of the United States of America shall from time to time 
notify the Government of the Republic of Korea of the indicated dollar cost of 
commodities, services, and technical information (including any cost of process 
ing, storing, transporting, repairing or other services incident thereto) made 
available to Korea on a grant basis pursuant to this Agreement. The Govern- 
ment of the Republic of Korea, upon notification of such indicated dollar costs, 
shall thereupon deposit in a special account in its name at the Bank of Chosun 
a commensurate amount in won, computed at a won-dollar ratio which shall 
be agreed to at such time between the Government of the Republic of Korea and 
the United States Aid Representative. The Government of the Republic of Korea 
will use any balance in the special account, to pay the United States Aid Repre 
sentative such funds, as he may require from time to time to meet the won 
expenses incurred in the discharge of his responsibilities within Korea, under 
this Agreement. The remaining sums in the special account may be used only 
for such other purposes as may be agreed upon from time to time between the 
Government of the Republic of Korea and the United States Aid Representative. 

3. The Government of the Republic of Korea will not permit the re-export of 
goods provided by the Government of the United States of America pursuant to 
this Agreement or the export or re-export of commodities of the same character 
produced locally or otherwise procured, without the concurrence of the United 
States Aid Representative. 

4. The Government of the Republic of Korea will insure that all commodities 
made available under this Agreement or the containers of such commodities 
shall, to the extent practicable, be marked, stamped, branded, or labeled in a 
conspicuous place as legibly, indelibly, and permanently as the nature of such 
commodities or containers will permit, in such a manner as to indicate to the 
people of Korea that such commodities have been furnished or made available 
by the United States of America. 


ARTICLE VI 


1. The Government of the Republic of Korea will undertake to use its best 
endeavors to cooperate with other countries in facilitating and stimulating an 
increasing interchange of goods and services with other countries and in reduc- 
ing public and private barriers to trade with other countries. 

2. Pending the entry into force of a Treaty of Amity and Commerce between 
the Government of the United States of America and the Government of the 
Republic of Korea, the Government of the United States of America shall accord, 
immediately and unconditionally, to the merchandise trade of the Republic of 
Korea treatment no less favorable than that accorded to the merchandise trade 
of any third country. Similarly, treatment no less favorably than that accorded 
to the merchandise trade of any third country shall be accorded, immediately 
and unconditionally, within the Republic of Korea, to the merchandise trade of 
the United States of America. 

3. Departures from the application of the most-favored-nation treatment 
provided for in paragraph 2 of this Article shall be permitted to the extent that 
they are in accord with the exceptions recognized under the General Agreement 
on Tariffs and Trade, dated October 30, 1947,* concluded at the Second Session 
of the Preparatory Committee of the United Nations Conference on Trade and 
Employment, as now or hereafter amended. The provisions of this paragraph 
shall not be construed to require compliance with the procedures specified in the 
General Agreement with regard to the application of such exception. 

4. The provisions of paragraphs 2 and 8 of this Article shall apply, with 
respect to the United States of America, to all territory under its sovereignty or 
authority. 

5. The Government of the Republic of Korea shall accord reciprocal most- 
favored-nation treatment to the merchandise trade of any area in the free 


2 Treaties and Other International Acts Series 1700. 
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territory of Trieste, Japan or Western Germany in the occupation or control of 
which the Government of the United States participates, for such time and to such 
extent as such area accords most-favored-nation treatment to the merchandise 
trade of the Republic of Korea. 

6. The provisions of paragraphs 2 and 3 of this Article shall not derogate 
from such other obligations concerning the matters contained in this Agreement 
as may at any time be in effect between the Government of the United States 
of America and the Government of the Republic of Korea. 

7. The Government of the Republic of Korea will take the measures which 
it deems appropriate to prevent, on the part of private or public commercial 
enterprises, business practices or business arrangements affecting international 
trade which have the effect of interfering with the purposes and policies of this 
Agreement. 

8. The provisions of this Article and of Article VII shall apply during such 
period as the Government of the United States of America extends aid to the 
Government of the Republic of Korea under the terms of this Agreement, unless 
superseded by a Treaty of Amity and Commerce. 


ARTICLE VII 


The Government of the Republic of Korea shall, with respect to commercial, 
industrial, shipping and other business activities, accord to the Nationals of 
the United States of America treatment no less favorable than that now or 
hereafter accorded by the Republic of Korea to Nationals of any third country. 
As used in this paragraph, the word “Nationals” shall be understood to include 
natural and juridical persons. 


ARTICLE VIII 


The Government of the Republic of Korea will facilitate the transfer to the 
United States of America, for stockpiling or other purposes, of materials origi- 
nating in the Republic of Korea which are required by the United States of 
America as a result of deficiencies or potential deficiencies in its own resources, 
upon such reasonable terms of sale, exchange, barter or otherwise, and in such 
quantities, and for such period of time, as may be agreed to between the Gov- 
ernments of the United States of America and the Republic of Korea after due 
regard for the reasonable requirements of the Republic of Korea for domestic 
use and commercial export of such materials. The Government of the Republic 
of Korea will take such specific measures within the intent of this Agreement 
as may be necessary to carry out the provisions of this paragraph, including 
the promotion of the increased production of such materials within the Republic 
of Korea, and the removal of any hindrances to the transfer of such materials to 
the United States of America. The Government of the Republic of Korea will, 
when so requested by the Government of the United States of America, enter 
into negotiations for detailed arrangements necessary to carry out the provisions 
of this paragarph. 


ARTICLE IX 


1. The Government of the Republic of Korea and the Government of the United 
States of America will cooperate in assuring the peoples of the United States 
of America and of Korea full information concerning the goods and technical 
assistance furnished to the Government of the Republic of Korea by the Govern- 
ment of the United States of America. 

2. The Government of the Republic of Korea will permit representatives of 
the press and radio of the United States of America to travel and to observe 
freely and to report fully regarding the receipt and utilization of American aid. 

3. The Government of the Republic of Korea will permit representatives of the 
Government of the United States of America, including such committees of the 
Congress as may be authorized by their respective houses to observe, advise, 
and report on the distribution among the people of commodities made available 
under this Agreement. 

4. The Government of the Republic of Korea will cooperate with the United 
States Aid Representative in providing full and continuous publicity in Korea 
oh the purpose, source, character, scope, amounts and progress of the economic 
and technical aid provided to the Government of the Republic of Korea by the 
Government of the United States of America under the provisions of this Aid 
Agreement, 
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ARTICLE X 


1, Any or all assistance authorized to be provided pursuant to this Agre: 
ment will be termi! ated— 

(a) If requested by the Government of the Republic of Korea. 

(b) If the United Nations finds that action taken or assistance furnished b 
the United Nations makes the continuance of assistance by the Government o! 
the United States of America pursuant to this Agreement unnecessary or ui 
desirable. 

(ec) If the President of the United States of America determines that the Gov 
ernment of the Republic of Korea is not adhering to the terms of this Agre: 
ment; or whenever he finds, by reason of changed conditions that aid provided 
under this Agreement is no longer necessary or desirable; or whenever he finds 
that, because of changed conditions, aid under this Agreement is no longer cor 
sistent with the national interests of the United States of America. 














ARTICLE XI 


This Agreement shall become effective with the formal] notification to the Gov 
ernment of the United States of America that the Korean National Assemb)) 
has consented to this Agreement.* It shall remain in force until three (3) months 
after the day on which either Government shall have given to the other notice of 
intention to terminate. This Agreement may be amended at any time by agree 
ment between the two Governments. 

























ARTICLE XII 


This Agreement shall be registered with the United Nations. 
Done in duplicate, in the English and Korean* languages at Seoul, Korea, 
this 10th day of December 1948. The English and Korean texts shall have equal 
force, but in the case of divergence, the English text shall prevail, 

For the Government of the United States of America: 

JOHN J. Mvuccio 

For the Government of the Republic of Korea: 
LEE, BUMSUK 
D. Y, Kim 


[Treaties and Other International Acts Series 1886] 


TrRaDE APPLICATION OF MOST-FAVORED-NATION TREATMENT TO AREAS OF WESTERN 
GEBMANY UNDER OCCUPATION OR CONTROL—-AGREEMENT BETWEEN THE UNITED 
STATES OF AMERICA AND OTHER GOVERNMENTS, WESTERN GERMANY 


(Dated at Geneva September 14, 1948; entered into force, with respect to the 
United States, October 14, 1948) 


Being desirous of facilitating to the fullest extent possible the reconstruction 
and recovery of the world from the destruction wrought by the recent war. 

Believing that one of the most important steps towards such reconstruction and 
recovery on a sound basis is the restoration of international trade in accordance 
with the principles of the Havana Charter for an International Trade Organi- 
zation, ['] and 

Considering that the application of reciprocal most-favoured-nation treatment 
to the trade of the areas of Western Germany under military occupation wil! 
contribute to the foregoing objectives, 
The signatories agree to the following provisions: 

















ARTICLE I 


For such time as any signatory of this Agreement participates in the occupation 
or control of any area in Western Germany, each of the signatories shall accord 
to the merchandise trade of such area the treatment provided for in the most- 






8’ Entered into force Dec. 14, 1948, the date on which the Korean Minister of Foreign 
Affairs at Seoul notified the Chief of Civil Affairs Section of the United States Armed 
Forces in Korea that the National Assembly of the Republic of Korea ratified the Aid 
Agreement on Dec. 13, 1948. 

Not printed. 

1 Department of State publication 3117. 
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favoured-nation provisions of the General Agreement on Tariffs and Trade, dated 
3) October 1947, [*] as now or hereafter amended. 


ARTICLE II 


Che undertaking by a signatory provided for in Article I shall apply to the 
merchandise trade of any area referred to therein only for such time and to such 
extent at such area accords reciprocal most-favored-nation treatment to the 
merchandise trade of the territory of such signatory. 


ARTICLE III 


rhe undertaking in Article I is entered into in the light of the absence, on 
the date of this Agreement, of effective or significant tariff barriers to imports 
into the areas referred to therein. In the event that effective or significant tariff 
barriers are thereafter imposed in any such area, such undertaking shall be with- 
out prejudice to the application by any signatory of the principles relating to the 
reduction of tariffs on a mutually advantageous basis which are set forth in the 
Havana Charter for an International Trade Organization. 


ARTICLE IV 


The rights and obligations established by this Agreement are to be understood 
as eutirely independent of any rights or obligations which are or may be estab- 
lished by the General Agreement on Tariffs and Trade or by the Havana Charter. 


ARTICLE V 


1. This Agreement shall be open for signature at Geneva on this day and shall 
remain open for signature thereafter at the Headquarters of the United Nations. 
The Agreement shall enter into force for each signatory upon the expiration of 
thirty days from the day on which such signatory signs the Agreement. 

2. The undertakings in this Agreement shall remain in force until 1 January 
1951, and, except for any signatory which at least six months before 1 January 
1951 shall have deposited with the Secretary-General of the United Nations a 
notice in writing of intention to withdraw from this Agreement on that date, 
they shall remain in force thereafter subject to the right of any signatory to 
withdraw upon the expiration of six months from the date on which such a notice 
shall have been so deposited. 

3. On the request of any three signatories to this Agreement, and in any event 
not later than 1 January 1951, the Government of the Kingdom of the Netherlands 
shall promptly convene a meeting of all signatories with a view to reviewing the 
operation of the Agreement and agreeing upon such revisions as may be ap 
propriate. 

ARTICLE VI 


1. The interpretative notes to this Agreement which are contained in the 
Annex shall constitute an integral part thereof, 

2. The original of this Agreement shall be deposited with the Secretary-General 
of the United Nations, who shall send a certified copy thereof to each member 
of the United Nations and to each country which participated in the United 
Nations Conference on Trade and Employment, and he is authorized to effect 
registration thereof pursuant to paragraph 1 of Article 102 of the Charter of the 
United Nations.* 

3. The Secretary-General shall notify each signatory of the date of each sig- 
nature of this Agreement subsequent to the date of the Agreement or of any 
notice of intention to withdraw pursuant to paragraph 2 of Article V. 

IN WITNESS WHEREOF, the respective representatives, duly authorized, have 
signed this Agreement. 

Done at Geneva, in a single copy, in the English and French* languages, * 
both texts authentic, this fourteenth day of September 1948. 


ANNEX 
INTERPRETATIVE NOTES 


1. It is recognized that the absence of a uniform rate of exchange for the cur- 
rency of the areas in Western Germany, referred to in Article I may have the 


a 


* Treaties and Other International Acts Series 1700. 
*Treaty Series 993 ; 59 Stat. 1031. 
*Not printed. 
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effect of indirectly subsidizing the exports of such areas to an extent which it 
would be difficult to calculate exactly. So long as such a condition exists, and if 
consultation with the appropriate authorities fails to result within a reasonable 
time in an agreed solution to the problem, it is understood that it would not he 
inconsistent with the undertaking in Article I for any signatory to levy a counter 
railing duty on imports of such goods, equivalent to the estimated amount of 
such subsidization, where such signatory determines that the subsidization is 
such as to cause or threaten material injury to an established domestic industry 
or is such as to prevent or materially retard the establishment of a domestix 
industry. In circumstances of special urgency, where delay would cause damage 
which it would be difficult to repair, action may be taken provisionally without 
prior consultation, on the condition that consultation shall be effected immedi- 
ately after taking such action. 

2. The reference to the most-favoured-nation provisions of the General Agree- 
ment is understood to cover all the provisions of the General Agreement relevant 
to most-favoured-nation treatment as well as Article I. 

3. The standard of the treatment to be accorded is set by all the most-favoured- 
nation provisions of the General Agreement (including the exceptions) and 
accordingly, under the reciprocity clause of Article II of this Agreement, the 
same standard would be used to measure the treatment received. If in the 
judgment of a signatory, that signatory was not actually receiving the most 
favoured-nation treatment conforming to the standard, it would not consider 
itself obligated to grant treatment in accordance with the standard, Differences 
of view between signatories would naturally, however, be the subject of con 
sultation. 

4. The reference in Article III to “the principles relating to the reduction ef 
tariffs on a mutually advantageous basis which are set forth in the Havana 
Charter” is designed to permit a signatory to withhold most-favoured-nation 
treatment in the event of the failure of an area under occupation—assuming 
that significant or effective tariffs were to be imposed by such area—to nego- 
tiate in accordance with the principles of Article 17 of the Havana Charter and 
in conformity with the established procedure for tariff negotiations. 


For the Kingdom of Norway 
ToRFINN OFTEDAL 
Pelos Estados Unidos do Brasil 
Ad referendum 
Para ter efeito trinta dias apés a notificacio ao Secretario 
Geral das Nacdes Unidas 
JoAO CARLOS MUNIz 
For Pakistan 
S. HASNIE 
For Ceylon 
Ad referendum 
Signature to be effective thirty days after notification to Secretary- 
General of U.N.’ 
O. GOONETILLEKE 
For India 
Ad referendum 
Signature to be effective thirty days after notification to Secretary- 
General of U.N.‘ 
C. DESAI 
For the United Kingdom 
R. SHACKLE 
For the United States of America 
Leroy D. STINEBOWER 
Pour la République francaise 
ANDRE PHILIP 


For the Kingdom of the Netherlands 
E. DE VRIES 

Pour la Belgique 
M. SUETENS 


5 Instrument of acceptance was deposited with the Secretary-General of the United Nations 
on Dec. 9, 1948. 

® Instrument of acceptance was deposited with the Secretary-General of the United Nations 
on Nov. 1, 1948. 
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ch It Pour le Grand-Duché de Luxembourg 

“ it J. WouLbroun 

- * For Canada 

th E. D. Witeress 

nt if For the Union of South Africa 

ym is Ad referendum 

astry Signature to be effective thirty days after notification to Secretary- 
estic General of U.N. 

mage L. C. STEYN ; 

thout 14 October 1948‘ 


ead. Certified true copy. 
For the Secretary-General: 
gree. Dr. I. Kerno 
evant issistant Secretary-General in charge of the Legal Department 
Senator Minrrkin. Tell us who made the German agreement, while 

eae we are atit. Who were the parties to it? 
+ Mr. Brown. The parties to the agreement are Norway, Brazil, 
n the Pakistan, Ceylon, India, United Kingdom, United States, France, 
most Netherlands, Belgium, Luxemburg, Canada, and South Africa 
a Senator MintiiKin. Can you tell me whether as a legal matter there 
con are countries with which we are at war that still have the right to 

trade with us under the general most-favored-nation provisions of the 
ion of act of 1930 and/or of GATT ¢ 
aon Mr. Brown. I think the situation is that it requires an affirmative 
aming act to remove the most-favored-nation treatment provided for by the 
nego. JB tariff act. 
r and Senator Kerr. What you are saying is that the state of war itself i 
not sufficient ¢ 

Mr. Brown. No, sir. It would have to be some affirmative action 
I think, but I am speaking without a brief on that, Senator. 

L also stated that the only action which had been taken under article 
19, the escape clause, was the action by the United States which we 
have discussed on the fur felt hats. I find that Brazil also took action 
under that article on some woolen products. Our interest in that case 
was secondary and the matter of compensation is now under negotia- 
tion with them at ‘Torquay. 

Senator Mriturkin. Which was the primary supplier with Brazil ? 

Mr. Brown. I do not know, sir. 

You asked me if I could give any further details as to the legislation’ 
in other countries which might be inconsistent with provisions of the 
GATT. Iam not able to do so. 

[ can simply say as I said before, that schedules of tariff conces- 
sions and the great bulk of the agreement is in operation for the parties 
to the agreement, but where there are conflicts in detail other than 
our own, L cannot tell you. 

Senator Minin. As far as you know, contracting parties as such 
do not have a register of that kind of thing? 

Mr. Brown. There is no register, no, sir. 

Senator Minikrn. I am not speaking particularly of a register as a 
technical thing. Iam speaking of any kind of a centralized sateen 

Mr. Brown. That is correct. There is no compilation of it. 

Now, you also asked me if I would describe the powers of the con- 
racting parties. I think they can be—— 

Senator Kerr. Now, are you speaking of contracting parties in 
Nations apita Jeers 


retary- 


Nations . j : 
‘Date on which the agreement was signed on behalf of the Union of South Africa. 
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Mr. Brown. Yes, sir, as such. The powers can be described in a 
number of major groups. The first power which they have is t 
power to interpret the agreement and to decide whether an action of a 
party to the agreement or a proposal by a party to the agreement is in 
conformity with the agreement. 

illustration of that kind of a power is in article 24, which deals 
with customs unions or a plan and schedule for arriving at a free 
trade area. Contracting parties would have the power to look at that 
plan and see whether it met the tests of the GATT. 

Senator Mriuikin. Are you about to go into another point? 

Mr. Brown. No, sir. I was going to give another illustration of 
the same thing. The GATT provides for. releases of certain obliga- 
tions under article 18 where certain specific criteria have been met 
The contracting parties, as such, would have the power to determine 
whether those criteria had been met. There are other illustrations 
of that kind, but that is a fundamental power of the contracting 
powers. 

Senator Minnikin. Have you finished that section ? 

Mr. Brown. Yes, sir. 

Senator Miniakin. Off the point that we are on, have there been an) 
new customs areas or free-trade areas set up since we last discussed 
this subject ¢ 

Mr. Brown. There isa proposal for a customs union between South 
ern Rhodesia and South Africa. The progress of that has been 
reported to the contracting parties and taken note of by them. They 
have not taken any action with respect to it. 

Senator Mriurkixn. What happened to the proposed agreement 
between France and Italy ¢ 

Mr. Brown. May I check, Senator. I am advised that an agree 
ment has been drafted and redrafted and further revised. It is still 
in that process. It has not been submitted to the legislature of either 
country. (Upon further investigation Mr. Brown determined that 
the seth Franco-Italian Customs Union Convention had been 
submitted to the French Parliament, but had not yet been put to a 
vote. ) 

Senator Mini1kin. So that at the present time we have the Benelux 
Union. Was there not a North African Union of some kind? 

Mr. Brown. No, sir. There have been many proposals for a cus 
toms union of the Scandinavian countries. 

Senator Minurkry. As of the present time, as far as you are aware 
now, the Benelux is the only one that is operating ¢ 

Mr. Brown. That is correct, sir. 

Senator Minzrkin. Now, the contracting parties you say have the 
powers that you have described. Are those final powers, or are they 
subject to check of any kind, or is the ultimate appeal the right of 
withdrawal ? 

Mr. Brown. If the contracting parties should feel that a proposal 
or action of one of the contracting parties was not consistent with the 
agreement, then the contracting party would be free to go ahead and 
take the action, notwithstanding. 

Senator Kerr. Say that again. 

Mr. Brown. If the contracting parties should decide that—— 

Senator Kerr. If the contracting parties, in capitals? 

Mr. Brown. As such, as a group, decided that some action of an 
individual party to the agreement was not consistent with the agree- 
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ment, that party would nevertheless be free to go ahead and take the 
action. Now, two things might happen. Other parties who are 
affected by that action of the first one 

Senator Kerr. Of the individual nation? 

Mr. Brown. Of the individual nation, might be able to withdraw 
eoneessions or take some action to redress the balance of the bargain. 
senator MILLIKIN. ‘That would be subject to the contract hg parties 
also ¢ 
| Mr. Brown. That is another power, to which I was coming. The 


F contracting parties could say that that compensatory action was too 
' extreme in their judgment; and if it were, then it would only be proper 


for the party taking it to take as much compensatory action as the 


S contracting parties thought was substantially equivalent. 


If the party which had gone ahead and taken the action, notwith- 
standing a decision of the contracting parties, felt that the compensa- 


> tory action taken was unsatisfactory and sufficiently important to 


justify, it would then have the option of withdrawing. 
' Senator Kerr. Any nation may do that at any time? 
Mr. Brown. Yes, sir. 
The next general group of powers is the power to facilitate solu- 


> tion of problems arising under the agreement. I could give a number 


of illustrations of that. The first is that frequently through the agree- 
ment 

Senator Miti1kin. Mr. Brown, before you get off on that, regard- 
ing this power of withdrawal, when a nation pulls out of GATT, 
then it is cut off, in the first instance it is cut off from trade relations 


) with the members of GATT, but by special arrangement it could 
> resume some kind of trade relations with GATT members, could it 
e not? 


Mr. Brown. If a member withdrew, it would lose. of course. the obli- 


' cations of the other parties to it under the agreement. It would lose 
> the obligation of maintenance of the tarff concessions and of the other 


obligations in the agreement. 
Senator Miuirkin. And the concessions themselves would fall ¢ 
Mr. Brown. Yes, sir; they could be withdrawn. 
Senator Miiurki1n. All the way along the line, on both sides? 
Mr. Brown. Yes, sir. But there would be, as you say, no reason 


»why they could not make other arrangements if they wanted to, and 


if the other parties were agreeable. 
Senator Kerr. They would still have the benefit of the favored- 


; nation clause in our tariff law; and if a similar provision is to be found 
)n the law of any other country, then they would have the provision 


of that? 
Mr. Brown. That is correct, sir. 
Senator Miniixrn. But we might or might not have the benefit 


_trom the exporting side of the favored-nation treatment by withdrawn 
,countries, is that not correct, depending on their local legislation 


Mr. Brown. That is correct, sir, or whether we had some other 


-agreement with them. 


'hroughout the agreement, in many cases, there is provision for 


sconsultation with the group in the case of a dispute or problem which 


arises under the operation of the agreement. 
Senator MmxrKin. I want to be doubly sure, Mr. Brown, that you 


will give us the instance that you cited that there is one case of a clear 
so-called ECA bilateral agreement. 
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Mr. Brown. Yes, sir: I willsee that that is in the record. 
(The information referred to follows :) 


ECONOMIC COOPERATION AGREEMENT BETWEEN THE UNITED STATES OF AMERICA 
AND UNITED KINGDOM 


PREAMBLE 


The Governments of the United States of America and of the United Kingdom 
of Great Britain and Northern Ireland: 

Recognising that the restoration or maintenance in European countries of 
principles of individual liberty, free institutions, and genuine independence 
rests largely upon the establishment of sound economic conditions, stable inter- 
national economic relationships, and the achievement by the countries of Eu 
rope of a healthy economy independent of extraordinary outside assistance; 

Recognising that a strong and prosperous European economy is essential 
the attainment of the purposes of the United Nations; 

Considering that the achievement of such conditions calls for a European re 
covery plan of self-help and mutual co-operation, open to all nations which 
operate in such a plan, based upon a strong production effort, the expansion 
foreign trade, the creation or maintenance of internal financial stability 
the development of economic co-operation, including all possible steps to estal 
and maintain valid rates of exchange and to reduce trade barriers ; 

Considering that in furtherance of these principles the Government of the 
United Kingdom has joined with other like-minded nations in a Convention for 
European Economic Co-operation signed at Paris on 16th April, 1948, under which 
the signatories of that Convention agreed to undertake as their immediate task 
the elaboration and execution of a joint recovery programme, and that the Gov 
ernment of the United Kingdom is a member of the Organisation for European 
Economic Co-operation created pursuant to the provisions of that Conventior 

Considering also that, in furtherance of these principles, the Government of 
the United States of America has enacted the Kconomic Co-operation Act 
1948, providing for the furnishing of assistance by the United States of America 
to nations participating in a joint programme for European recovery, in order 
to enable such nations through their own individual and concerted efforts to 
become independent of extraordinary outside economic assistance ; 

Taking note that the Government of the United Kingdom has already expressed 
its adherence to the purposes and policies of the Economic Co-operation Act 
of 1948; 

Desiring to set forth the understandings which govern the furnishing of as- 
sistance by the Government of the United States of America under the Economic 
Co-operation Act of 1948, the receipt of such assistance by the United Kingdom, 
and the measures which the two Governments will take individually and | 
gether in furthering the recovery of the United Kingdom as an integral part 
the joint programme for European recovery ; 

Have agreed as follows :— 


ARTICLE I 
1. The Government of the United States of America undertakes to assist the 


United Kingdom, by making available to the Government of the United Kingdom 
or to any person, agency or organisation designated by the latter Government 


such assistance as may be requested by it and approved by the Government of 


the United States of America. The Government of the United States of America 
will furnish this assistance under the provisions, and subject to all of the ter 
conditions and termination provisions, of the Economic Co-operation Act 
1948, acts amendatory and supplementary thereto and appropriation acts there- 
under, and will make available to the Government of the United Kingdom 0! 


such commodities, services and other assistance as are authorised to be made 


available by such acts. 

2. The Government of the United Kingdom, acting individually and through 
the Organisation for European Economic Co-operation, consistently with tlie 
Convention for European Economic Co-operation signed at Paris on 16th April, 
1948, will exert sustained efforts in common with other participating countries 
speedily to achieve through a joint recovery programme economic conditions 
Hurope essential to lasting peace and prosperity and to enable the countries of 
Europe participating in such a joint recovery programme to become independet 
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of extraordinary outside economic assistance within the period of this Agree- 
ment. The Government of the United Kingdom reaffirms its intention to take 
action to carry out the provisions of the General Obligations of the Convention 
for European Economie Co-operation, to continue to participate actively in the 
work of the Organisation for European Economic Co-operation, and to continue 
to adhere to the purposes and policies of the Economic Co-operation Act of 1948. 

® With respect to assistance furnished by the Government of the United 
States of America to the United Kingdom and procured from areas outside the 
United States of America, its territories and possessions, the Government of 
the United Kingdom will co-operate with the Government of the United States 
of America in ensuring that procurement wil! be effected at reasonable prices 
and on reasonable terms and so as to arrange that the dollars thereby made 
available to the country from which the assistance is procured are used in a 
manner consistent with any arrangements made by the Government of the United 
States of America with such country. 


ARTICLE TI 
1. In order to achieve the maximum recovery through the employment of assist- 
ance received from the Government of the United States of America, the Goy- 
ernment of the United Kingdom will use its best endeavors: 

(a) To adopt or maintain the measures necessary to ¢ 
and practical use of all the resources available to it, ineludin 

(i) Such measures as may be necessary to ensure that the commod- 
ities and services obtained with assistance furnished under 
ment are used for purposes consistent with this Agreen 
far as practicable with the general purposes outlined it 
furnished by the Government of the United Kingdom in support 
requirements of assistance to be furnished by the Govern 
United States of America: 

(ii) The observation and review of the use of such resources through 
an effective follow-up system approved by the Organisation for Euro 
pean Economie Co-operation : and 

(iii) To the extent practicable, measures to locate, identify and put 
into appropriate use the furtherance of the joint programme for Euro 
pean recovery, assets, and earnings therefrom, which belong to nati | 
of the United Kingdom and which are situated within the Un 
of America, its territories or ] ossessious: it being understood 
ing in this clause imposes any obligation on the Government 
United States of America to assist in carrying out such measures, 01 
on the Government of the United Kingdom to dispose of such assets ; 

(b) To promote the development of industrial and agricultural produc 
tion on a sound economie basis; to achieve such production targ ; 
be established through the Organisation for European Economie Co-oper- 
ation; and when desired by the Government of the United States of America 
to communicate to that Government detailed proposals for specific projects 
contemplated by the Government of the United Kingdom to he undertaken 
in substantial part with assistance made available pursuant to this Agree- 
ment, including whenever practicable projects for inereased production of 
coal, steel, transportation facilities and food: 

(c) To stabilise its currency, establish or maintain a valid rate of ex- 
change, balance its Governmental budget, create or maintain internal finan- 
cial stability, and generally restore or maintain confidence in its monetary 
system: and 

(d) To co-operate with other participating countries in facilitating and 
stimulating an increasing interchange of goods and services among the par- 
ticipating countries and with other countries and in reducing public and 
private barriers to trade among themselves and with other countries 

2. Taking into account Article 8 of the Convention for European Economie 
Co-operation, looking toward the full and effective use of manpower available in 
the participating countries, the Government of the United Kingdom will accord 
sympathetic consideration to proposals made in conjunction with the Interna- 
tional Refugee Organisation directed to the largest practicable utilisation of 
manpower available in any of the participating countries in furtherance of the 
accomplishment of the purposes of this Agreement. 

3. The Government of the United Kingdom will take the measures which it 
deems appropriate, and will co-operate with other participating countries, to 
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prevent, on the part of private or public commercial enterprises, business p 
tices or business arrangements affecting international trade which rest: 
competition, limit access to markets or foster monopolistic control whenever s 
practices or arrangements have the effect of interfering with the achievement 
of the joint programme of European recovery. 





ARTICLE III 
1. The two Governments will upon the request of either of them consult resp 
ing projects in the United Kingdom proposed by nationals of the United States 

of America and with regard to which the Government of the United States 
America May appropriately make guarantees of currency transfer under Sectior 
111 (0) (3) of the Economic Co-operation Act of 1948. 

2. The Government of the United Kingdom agrees that if the Government 
the United States of America makes payment in United States dollars to : 
person under such a guaranty, any pounds sterling, or credits in pounds sterling, 
assigned or transferred to the Government of the United States of Amer 
pursuant to that section shall be recognised as property of the Government of | 
United States of America. 


ARTICLE IV 


1. The provisions of this Article shall apply only with respect to assistar 
which may be furnished by the Government of the United States of Ame: 
on a grant basis. 

2. The Government of the United Kingdom will establish a special accou 
in the Bank of England in the name of the Government of the United Ki 
dom (hereinafter called the Special Account) and will make deposits in pounds 
sterling to this account as follows :— 

(a) The unencumbered balances of the deposits made by the Gove) 
ment of the United Kingdom pursuant to the Exchange of Notes betwee 
the two Governments dated 30th April, 1948. 

(6) Amounts commensurate with the indicated dollar cost to the Gover: 
ment of the United States of America of commodities, services and te 
nical information (including any cost of processing, storing, transporting 
repairing or other services incident thereto) made available to the United 
Kingdom on a grant basis by any means authorised under the Economic (Co 
operation Act of 1948, less, however, the amount of the deposits made p 
suant to the Exchange of Notes referred to in sub-paragraph (a). 1! 
Government of the United States of America shall from time to time notif 
the Government of the United Kingdom of the indicated dollar cost of any 
such commodities, services and technical information, and the Government 
of the United Kingdom will thereupon deposit in the Special Account a co: 
mensurate amount of pounds sterling computed at a rate of exchange w! 
shall be the par value agreed at such time with the International Monetary 
Fund. 

The Government of the United Kingdom may at any time make advance deposits 
in the Special Account which shall be credited against subsequent notifications 
pursuant to this paragraph. 

3. The Government of the United States of America will from time to time 
notify the Government of the United Kingdom of its requirements for admii 
trative expenditures in pounds sterling within the United Kingdom incident 
to operations under the Economic Co-operation Act of 1948, and the Gover 
ment of the United Kingdom will thereupon make such sums available out of 
any balances in the Special Account in the manner requested by the Government 
of the United States of America in the notification. 

4. Five per cent. of each deposit made pursuant to this Article in respect 
assistance furnished under authority of the Foreign Aid Appropriation Act 
1949, shall be allocated to the use of the Government of the United States 
of America for its expenditures in the United Kingdom, and sums made avail 
able pursuant to paragraph 3 of this Article shall first be charged to the amounts 
allocated under this paragraph. 

5. The Government of the United Kingdom will further make such sums 
of pounds sterling available out of any balanees in the Special Account as 
may be required to cover costs (including port, storage, handling and similar 
charges) of transportation from any point of entry in the United Kingdom 
to the consignee’s designated point of delivery in the United Kingdom of such 
relief supplies and packages as are referred to in Article VI. 
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6. The Government of the United Kingdom may draw upon any remaining 
balance in the Special Account for such purposes as may be agreed from time 
to time with the Government of the United States of America. In considering 
proposals put forward by the Government of the United Kingdom for draw- 
ings from the Special Account, the Government of the United States of Amer- 
ica will take into account the need for promoting or maintaining internal 
monetary and financial stabilisation in the United Kingdom and for stimulating 
productive activity and international trade and the exploration for and de- 
yelopment of new sources of wealth within the United Kingdom, including in 
particular :— 

(a) Expenditures upen projects or programmes, including those which 
are part of a comprehensive programme for the development of the pro- 
ductive capacity of the United Kingdom and the other participating coun- 
tries, and projects or programmes the external costs of which are being 
covered by assistance rendered by the Government of the United States 
of America under the Economic Co-operation Act of 1948 or otherwise, or 
by loans from the International Bank for Reconstruction and Development. 

(6) Expenditures upon the exploration for and development of additional 
production of materials which may be required in the United States of 
America because of deficiencies or potential deficiencies in the resources 
of the United States of America; and 

(c) Effective retirement of the national debt, especially debt held by the 
Central Bank or other banking institutions. 

7. Any unencumbered balance, other than unexpended amounts allocated 
under paragraph 4 of this Article, remaining in the Special Account on 30th 
June, 1952, shall be disposed of within the United Kingdom for such purposes 
as may hereafter be agreed between the Governments of the United States of 
America and the United Kingdom, it being understood that the agreement of 
the United States of America shall be subject to approval by Act or joint reso- 
lution of the Congress of the United States of America. 


ARTICLE V 


1. The Government of the United Kingdom will facilitate the transfer to the 
United States of America, for stockpiling or other purposes, of materials originat- 
ing in the United Kingdom which are required by the United States of America 
as a result of deficiencies or potential deficiencies in its own resources, upon 
such reasonable terms of sale, exchange, barter or otherwise, and in such quanti- 
ties, and for such period of time, as may be agreed to between the Governments 
of the United States of America and the United Kingdom after due regard for 
the reasonable requirements of the United Kingdom for domestic use and com- 
mercial export of such materials. The Government of the United Kingdom will 
take such specific measures as may be necessary to carry out the provisions of 
this paragraph, including the promotion of the increased production of such 
materials within the United Kingdom, and the removal of any hindrances to the 
transfer of such materials to the United States of America. The Government of 
the United Kingdom will, when so requested by the Government of the United 
States of America, enter into negotiations for detailed arrangements necessary 
to carry out the provisions of this paragraph. 

2. Recognising the principle of equity in respect to the drain upon the natural 
resources of the United States of America and of the participating countries, 
the Government of the United Kingdom will, When so requested by the Govern- 
ment of the United States of America, negotiate where applicable (a) a future 
schedule of minimum availabilities to the United States of America for future 
purchase and delivery of a fair share of materials originating in the United 
Kingdom which are required by the United States of America as a result of 
deficiencies or potential deficiencies in its own resources at world market prices 
80 as to protect the access of United States industry to an equitable share of such 
materials either in percentages of production or in absolute quantities from the 
United Kingdom, (6) arrangements providing suitable protection for the right of 
access for any citizen of the United State of America or any corporation, partner- 
ship, or other association created under the laws of the United States of America, 
or of any State or Territory thereof and substantially beneficially owned by 
citizens of the United States of America, in the development of such materials 
on terms of treatment equivalent to those afforded to the nationals of the United 
Kingdom, and, (¢c) an agreed schedule of increased production of such materials 
where practicable in the United Kingdom and for delivery of an agreed per- 
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centage of such increased production to be transferred to the United States of 
America on a long-term basis in consideration of assistance furnished by th: 
United States of America under this Agreement. 

3. The Government of the United Kingdom, when so requested by the Govern- 
ment of the United States of America, will co-operate, wherever appropriate, to 
further the objectives of paragraphs 1 and 2 of this Article in respect of materials 
originating outside the United Kingdom. 


ARTICLE VI 


1. The Government of the United Kingdom will co-operate with the Govern 
ment of the United States of America in facilitating and encouraging the pron 
tion and development of travel by citizens of the United States of America 
and within participating countries. 

2. The Government of the United Kingdom will, when so desired by the G: 
ernment of the United States of America, enter into negotiations for agreements 
(including the provision of duty-free treatment under appropriate safeguards) 
to facilitate the entry into the United Kingdom of supplies of relief goods donated 
to or purchased by United States voluntary non-profit relief agencies and of relief 
packages originating in the United States of America and consigned to individuals 
residing in the United Kingdom. 

® ARTICLE VII 

1. The two Governments will, upon the request of either of them, consult rr 
garding any matter relating to the application of this Agreement or to operations 
or arrangements carried out pursuant to this Agreement. 

2. The Government of the United Kingdom will communicate to the Gover! 
ment of the United States of America in a form and at intervals to be indicated 
by the latter after consultation with the Government of the United Kingdom: 

(a) Detailed information of projects, programmes and measures proposed 
or adopted by the Government of the United Kingdom to carry out the pri 
visions of this Agreement and of the General Obligations of the Convention 
for European Economic Co-operation ; 

(b) Full statements of operations under this Agreement, including a 
statement of the use of funds, commodities and services received thereunder 
such statements to be made in each calendar quarter: 

(c) Information regarding its economy and any other relevant informa 
tion, necessary to supplement that obtained by the Government of the United 
States of America from the Organisation for European Economic Co-opera 
tion, which the Government of the United States of America may need to 
determine the nature and scope of operations under the Economic Co-opera 
tion Act of 1948, and to evaluate the effectiveness of assistance furnished or 
contemplated under this Agreement and generally the progress of the joint 
recovery programme. 

3. The Government of the United Kingdom will assist the Government of the 
United States of America to obtain the information, relating to the materials 
originating in the United Kingdom referred to in Article V, which is necessary to 
the formulation and execution of the arrangements provided for in that Article. 


ARTICLE VIII 


1. The Governments of the United States of America and the United Kingdom 
recognise that it is in their mutual interest that full publicity be given to the 
objectives and progress of the joint programme for European recovery and of 
the actions taken in furtherance of that programme, and that wide disseminatio! 
of information on the progress of the programme is desirable in order to develop 
the sense of common effort and mutual aid which are essential to the accomplis! 
ment of the objectives of the programme. 

2. The Government of the United States of America will encourage the dissemi 
nation of such information and will make it available to the media of public 
information. 

3. The Government of the United Kingdom will encourage the dissemination 
of such information both directly and in co-operation with the Organisation f 
European Economic Co-operation. It will make such information available to 
the media of public information and take all practicable steps to ensure that 
appropriate facilities are provided for such dissemination. It will further pro 
vide other participating countries and the Organisatizon for European Econom 
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Co-operation with full information on the progress of the programme for eco- 
nomic recovery. 

4. The Government of the United Kingdom will make public in the United 
Kingdom in each calendar quarter, full statements of operations under this 
Agreement, including information as to the use of funds, commodities and serv- 
ices received. 

ARTICLE IX 


1. The Government of the United Kingdom agrees to receive a Special Mission 
for Economie Co-operation which will discharge the responsibilities of the Gov- 
ernment of the United States of America in the United Kingdom under this 
Agreement. 

2. The Government of the United Kingdom will, upon appropriate notification 
from the Amabassodor of the United States of America in the United Kingdom, 
consider the Special Mission and its personnel, and the United States Special 
Representative in Europe, as part of the Embassy of the United States of 
America in the United Kingdom for the purpose of enjoying the privileges and 
immunities accorded to that Embassy and its personnel of Comparable rank. The 
Government of the United Kingdom will further accord appropriate courtesies 
to the members and staff of the Joint Committee on Foreign Economic Co- 
operation of the Congress of the United States of America, and grant them the 
facilities and assistance necessary to the effective performance of their 
responsibilities. 

3. The Government of the United Kingdom, directly and through its repre- 
sentatives on the Organisation for European Economic Co-operation, will extend 
full co-operation to the Special Mission, to the United States Special Representa- 
tive in Europe and his staff, and to the members and staff of the Joint Com- 
mittee. Such co-operation shall include the provision of all information and 
facilities necessary to the observation and review of the carrying out of this 
Agreement, including the use of assistance furnished under it. 


ARTICLE X 


1. The Governments of the United States of America and the United Kingdom 
agree to submit to the decision of the International Court of Justice any claim 
espoused by either Government on behalf of one of its nationals against the 
other Government for compensation for damage arising as a consequence of 
governmental measures (other than measures concerning enemy property or 
nterests) taken after 3rd April, 1948, by the other Government and affecting 
the property or interest of such national, including contracts with or concessions 
granted by duly authorised authorities of such other Government. It is under 
stood that the undertaking of each Government in respect of claims espoused 
by the other Government pursuant to this paragraph is made in the case of each 
Government under the authority of, and is limited by, the terms and conditions 
of its declaration accepting the compulsory jurisdiction of the International 
Court of Justice under Article 36 of the Statute of the Court, and shall remain in 
force as to each Government on a basis of reciprocity until 14th August, 1951, 
and thereafter for such period as the declarations of such acceptance by both 
Governments are in effect, but not later than the date of termination of this 
Agreement The provisions of this paragraph shall be in all respects without 
prejudice to other rights of access, if any, of either Government to the Inter 
national Court of Justice or to the espousal and presentation of claims based 
upon alleged violations by either Government of rights and duties arising under 
treaties, agreements or principles of international law. 

2. The Governments of the United States of America and the United Kingdom 
further agree that such claims may be referred, in lieu of the Court, to any 
arbitral tribunal mutually agreed upon. 

6. It is further understood that neither Government will espouse a claim 
pursuant to this Article until its national has exhausted the remedies available 
to him in the administrative and judicial tribunals of the country in which the 
claim arose, 


ARTICLE XI 


As used in this agreement: 
(a) *“*The United Kingdom” means the United Kingdom of Great Britain 
and Northern Ireland and any territory to which this Agreement shall 
have been extended under the provisions of Article XII. 
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(bo) The term “participating country” means (i) any country which 
signed the Report of the Committee of European Co-operation at Paris on 
22nd September, 1947, and any territories for which it has internationa| 
responsibility and to which the Economic Co-operation Agreement concluded 
between that country and the Government of the United States of America 
has been applied, and (ii) any other country (including any of the zones of 
occupation of Germany, and areas under international administration or 
control, and the Free Territory of Trieste or either of its zones) wholly or 
partly in Europe, together with dependent areas under its administrati 

provided that, and for so long as, such country is a party to the Convention 
for European Economic Co-operation and adheres to a point programme for 
European recovery designed to accomplish the purposes of this Agreement, 
(c) The expression “nationals of the United Kingdom” shall mean British 


subjects belonging to, and companies and associations incorporated under 


the laws of, the United Kingdom or any territory to which this Agreement 
shall have been extended under Article XII. 


ARTICLE XII 


This Agreement shall, on the part of the Government of the United Kingdom, 
extend to the United Kingdom of Great Britain and Northern Ireland, to th 
territories specified in the schedule attached hereto, and to any other territories 
(being territories for whose international relations the Government of the Unit 
Kingdom is responsible) from the date on which the Government of the United 
Kingdom notifies the Government of the United States of America of the extension 
of the Agreement to them. Nothing in the Agreement shall be construed as im 
posing any obligation contrary to the terms of a Trusteeship Agreement in force 
in relation to any territory. 


Schedule 














Aden. Malta. 
Bahamas. Mauritius. 
Cyprus. Nigeria. 
Falkland Islands. Nyasaland. 
Fiji and Western Pacific High St. Helena and Dependencies, 
Commission territories excluding- Seychelles. 
ing Tonga and New Hebrides). Sierra Leone. 
Gambia. Singapore. 
Gibraltar. Tanganyika. 
Gold Coast. Uganda. 
Hong Kong. Windward Islands. 


Kenya. Zanzibar. 







ARTICLE XIII 






















1. This Agreement shall become effective on this day’s date. Subject 
the provisions of paragraphs 2 and 3 of this Article, it shall remain in fore 
until 30th June, 1953, and, unless at least six months before 30th June, 1953 
either Government shall have given notice in writing to the other of intentior 
to terminate the Agreement on that date, it shall remain in force thereafter 
until the expiration of six months from the date on which such notice shall 
have been given. 

2. If, during the life of this Agreement, either Government should consider 
there has been a fundamental change in the basic assumptions underlying 
the Agreement, it shall so notify the other Government in writing and the 
two Governments will thereupon consult with a view to agreeing upon the 
amendment, modification or termination of the Agreement. If, after three 
months from such notification, the two Governments have not agreed upon tlie 
action to be taken in the circumstances, either Government may give notice in 
writing to the other of intention to terminate the Agreement. Subject to the 
provisions of paragraph 8 of this Article, the Agreement shall then terminate 
either— 

(a) Six months after the date of such notice of intention to terminate, or 

(b) After such shorter period as may be agreed to be sufficient to ensure 
that the obligations of the Government of the United Kingdom are performed 

in respect of any assistance which may continue to be furnished by tie 
Government of the United States of America after the date of such notice: 
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provided, however, that Article V and paragraph 3 of Article VII shall remain 
in effect until two years after the date of such notice of intention to terminate, 
put not later than 30th June, 1953. 

3. Subsidiary agreements and arrangements negotiated pursuant to this Agree- 
ment may remain in force beyond the date of termination of the Agreement 
and the period of effectiveness of such subsidiary agreements and arrangements 
shall be governed by their own terms. Article IV shall remain in effect until all 
the sums in pounds sterling required to be deposited in accordance with its terms 
have been disposed of as provided in that Article. Paragraph 2 of Article III 
shall remain in effect for so long as the guarantee payments referred to in that 
Article may be made by the Government of the United States of America. 

!, This Agreement may be amended at any time by agreement between the 
two Governments. 

5. The Annex to this Agreement forms an integral part thereof. 

6. This Agreement shall be registered with the Secretary-General of the 
United Nations. ; 

IN WITNESS whereof the respective representatives, duly authorised for the 
purpose, have signed the present Agreement. 

Done in London, in duplicate, this 6th day of July, 1948. 

Lewis W. DovuaLas 
ERNEST BEVIN 


ANNEX 
INTERPRETATIVE NOTES 


It is understood that the requirements of paragraph 1 (a) of Article IT relat- 
ing to the adoption of measures for the efficient use of resources, would include 
with respect to commodities furnished under the Agreement, effective measures 
for safeguarding such commodities and for preventing their diversion to illegal 
or irregular markets or channels of trade. 

2. It is understood that the obligation under paragraph 1 (c) of Article II to 
balance the budget would not preclude deficits over a short period but would 
mean a budgetary policy involving the balancing of the budget in the long run. 

3. It is understood that the business practices and business arrangements 
referred to in paragraph 3 of Article II mean— 

(a@) Fixing prices, terms or conditions to be observed in dealing with 
others in the purchase, sale or lease of any product; 

(b) Excluding enterprises from, or allocating or dividing, any territorial 
market or field of business activity, or allocating customers, or fixing 
quotas or purchase quotas ; 

(c) Discriminating against particular enterprises; 

(ad) Limiting production or fixing production quotas; 

(e) Preventing by agreement the development or application of technology 
or invention whether patented or unpatented ; 

(f) Extending the use of rights under patents, trade marks or copyrights 
granted by either country to matters which, according to its laws and regu- 
lations, are not within the scope of such grants, or to products or conditions 
of production, use or sale which are likewise not the subjects of such grants; 
and 

(g) Such other practices as the two Governments may agree to include. 

1. It is understood that the Government of the United Kingdom is obligated 
to take action in particular instances in accordance with paragraph 3 of Aritcle II 
only after appropriate investigation or examination. 

». It is understood that the phrase in Article V “after due regard for the 
reasonable requirements of the United Kingdom for domestic use’ would in- 
clude the maintenance of reasonable stocks of the materials concerned and that 
the phrase “commercial export” might include barter transactions. It is also 
understood that arrangements negotiated under Article V might appropriately 
include provision for consultation, in accordance with the principles of Article 32 
of the Havana Charter for an International Trade Organisation, in the event 
that stockpiles are liquidated. 

6. It is uderstood that it should not be assumed from paragraph 2 of Article VI 
that the existing facilities extended by the United Kingdom to relief goods and 
packages are inadequate. 

7. It is understood that the Government of the United Kingdom will not be 
requested, under paragraph 2 (a) of Article VII, to furnish detailed information 
about minor projects or confidential commercial or technical information the 
disclosure of which would injure legitimate commercial interests. 


sales 
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8. It is understood that the Government of the United States of America in 
making the notifications referred to in paragraph 2 of Article [IX would bear in 
mind the desirability of restricting, so far as practicable, the number of officials 
for whom full diplomatic privileges would be requested. It is also understood 
that the detailed application of Article [IX would, when necessary, be the sub- 
ject of inter-Governmental discussion. 

9. It is understood that any agreements which might be arrived at pursuant 
to paragraph 2 of Article X would be subject to ratification by the Senate of the 
United States of America. 

Mr. Brown. For example, there is a provision in article 12, dealing 
with the use of quotas for balance of payments reasons, for consulta- 
tion with the group. We had such a consultation at the fifth session 
last December in Torquay where, as I reported earlier, a number of the 
important countries expressed the view that some of the common- 
‘wealth countries ought to start to relax their restrictions. That is not 
mandatory, but it is an important thing when such a view is expressed. 

There is another way in which the contracting parties can have 
the power to help work out the solution of problems, and that is by 
insuring that all interested parties have an opportunity to participat: 

If a dispute arises, for example, between two parties in which an 
other one is substantially interested, the contracting parties as a group 
have the power to see that that substantially interested party has a 

right to participate. 

Senator Mitirkin. Those who have a substantial interest—— 

Mr. Brown. That is correct. 

Senator Minuixiw (continuing). Are the more positive powers so 
far as use of quant itative restrictions is concerned ? 

Mr. Brown. Yes, sir; I was just coming to that one. They have 
also the power to review the use of quantitative restrictions. In fact, 
in one case there is a specific requirement that they must make a 
review of the quantitative restrictions imposed by their members, and 
in certain cases they have the power to direct their removal. 

I have already referred, in answer to your question, to the powe! 
to limit compensatory action or to allow it. They have the genera 
power to grant a waiver of obligations under the agreement by a two 
thirds vote. They have powers to establish all the procedures whit 
are necessary for the operation of the agreement. 

For example, they have the power to say, if there is a dispute, that 
the parties must get together by a certain time. If application is mad 
for some kind of a decision, that a reply should be given within a 
certs ain period so that the thing will not drag on forever, and the) 
have the power to request information which would be useful to the: 
for example, in connection with this review of quantitative restric: 

tions. 

They are now asking for information about that use by the parties 
to the agreement. That is on balance of payments restrictio 
Finally they have the power to determine the terms of accession 0 
new parties, as I described either yesterday or the day before, amet if 
there is a major amendment to the agreement which a party declit 
to accept, they may then decide whe ther that party may remain a pari 
to the agreement or should be asked to withdraw. I think that is a 
accurate and complete summary description of the nature of the 
powers. 

Senator Mrmurkin. Mr. Chairman, I have said to the witness—I 
have stated informally and unofficially and without any real power t 
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do so—we probably will go over until the first Tuesday after the first 
Monday when we reconvene; in other words, on April the 3d. 

Senator Kerr. Yes. 

Senator Miniikin. I wonder if between now and then we might ask 
the State Department to prepare and have ready for us an article-by- 
article description of the exact power of the contracting parties. 

Senator Kerr. Asset forth inthe GATT? 

Senator MitirKin. As set forth inthe GATT. 

Senator Kerr. Can you prepare that, Mr. Brown, or can that be 
prepared for the committee ¢ 

Mr. Brown. Yes, sir; it can be done. 

Senator Kerr. We will receive it on the 3d of April. 

(The following information was subsequently supplied :) 


POWERS OF THE CONTRACTING PARTIES TO THE GENERAL AGREEMENT ON TARIFFS 
AND TRADE 


The powers of the contracting parties to the General Agreement on Tariffs 
and Trade are set forth in the provisions of the agreement. These powers may 
be summarized as follows: 

(1) To interpret the agreement and determine the consistency of actions 
or proposals of a party to the agreement ; 

(2) To facilitate the solution of problems arising under the agreement 
(a) by consultation and (b) by insuring that all interested parties have 
a chance to participate ; 

(3) To allow or limit compensatory action; 

(4) To grant waivers of agreement obligations by a two-thirds vote 

(5) To determine the terms of accession of new parties and to expel 
parties which refuse to accept major amendments; and 

(6) To establish procedures for the operation of the agreement. 

Following is an article-by-article listing of the powers of the contracting 
parties acting jointly (contracting parties being designated as contracting par- 
ties when taking joint action) : 


Description 


If contracting parties approve under provisions of a 
may be maintained or instituted between contractir 
ofthe Ottoman Empire 

If contracting parties concur, adjustments may be mad 
ucts in the schedule of a contracting party which |! 
its currency 

Contracting parties may waive requirements of art. VI-6t 
party to impose an antidumping or counter\ ! 
of any products for purpose of offsetting dumpin 
another contracting party exporting the product « 
country 

Contracting parties may request reports on steps t 
ciples of valuation set forth in art. VII 


of agreement of the International Monetary Fund, the 
agreement with the International Monetary Fund, shall f 
lating to the selection of rates used in converting for 
ation purposes. 
Contracting parties may request information to determi 
of a contracting party conform to requirements of provis 
review of administrative action relating to customs 1 
Contracting parties may require a contracting party 
ments restrictions to consult with them. Contracting pa 
by Jan. 1, 1951, restrictions imposed for balance-of-payment 
With respect to restrictions proposed by a contract 
payments reasons, the contracting parties may appr 
tenance, intensification, or institution of such restr 
general extent, degree of intensity and duration are concer! 
the measures conform to the requirements of the 
W here a contracting party is adversely affected by 
tions imposed inconsistently with the agreement 
party, the contracting parties shall submit their vie 
view to resolving the difficulty. Contracting parti 
drawal or modification of the restrictions. If the restrict 
drawn or modified in accordance with the recommendat 
parties, the latter may release 3 contracting party fr 
toward the contracting party applying the restrictions. 
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Article Paragraph Description 


Article 
| Contracting parties shall require consultations when there is a general = 
equilibrium restricting international trade. Xiao 

....-..| Contracting parties may require consultation with contracting parties impx , 
| |} quotas to determine representative base period. 
| i(g) and (h) | Contracting parties may request information on action taken under the ar 

and annex may require modification or removal of restrictions applied inconsiste; 

J 2and 3. | with the exceptions provided in paragraph 1 of the annex, and may, 


| 4 


respect to any action taken under the annex after March 1, 1952, presi 
limitations or require termination of such action. 
ah)... Contracting parties may require termination of discriminatory restriction 
posed for balance-of-payments reasons under paragraph 1 (c) of art. XTV. 
Contracting parties may permit a contracting party in balance-of-payn 
difficulties to apply a temporary discriminatory restriction in respect 
small part of its external trade where the benefits substantially outweig! 
injury to the trade of others. to que: 
Contracting parties shall consult with the Monetary Fund in cases wher » 
contracting parties are called upon to consider exchange matters. the fig 
Contracting parties are empowered to enter into special exchange agreem: , mi 
with contracting parties which are not members of the International Monet ' om 
Fund. (Th 
Contracting parties may require information within the scope of sec. 5 of art , 
VIII of the articles of agreement of the International Monetary Fund 
Contracting parties may require consultation of a contracting party wh : Econom 
maintaining a subsidy affecting its exports or imports which seriously preju ; undet 
| ices the interests of another contracting party. . ‘ 
VG... ....-.-.| Contracting parties shall determine the contracting parties materially affect 31, 19 
by a measure proposed under this provision, shall sponsor negotiations, 
prescribe a time schedule for them. Contracting parties may assist ir 
negotiations. Contracting parties may release a contracting party from . 
gations referred to under the paragraph within limitation agreed upon in Total U 
negotiations ; 
| Contracting parties shall determine whether any measure referred to in the 
vision shall be continued. discontinued, or modified. ' Foreign 

Contracting parties may disapprove compensatory suspension of concessio: ‘ Tot 

Same as par. 3 (b). 

Contracting parties shall grant a release for a specified period if it is established ‘ 
that the specified conditions are met. 

Contracting parties may determine whether all contracting parties mater 
affected by a measure proposed under thls provision are consulted and t 
interests taken into account. Contracting parties may grant a release sul 
to such limitations as they may impose. 

Contracting parties may determine contracting parties materially affect 
by a measure proposed and set time limits for notification of objection 
the proposed measure. Contracting parties shall grant a release if there j 
objection. If there is objection, they shall examine the measure and may 
grant a release subject to such limitations as they may impose. 

Contracting parties shall examine and give a decision with respect to the ma 
nance by a country becoming a contracting party of existing nondiscrimina lInelu 
tory development measures affecting imports. Latin Ar 

Contracting parties may disapprove suspension of obligations or concess ? Does 
which would constitute more than substantially equivalent compensatio1 : , 
action taken by another contracting party under the escape clause. NOTE,- 

Contracting parties may extend the date until which measures imposed und on Treas 
Part II of art. LX may be applied. but is no 

Contracting parties shall investigate, make recommendations, or give a ruling : 
with respect to representations of nullification or impairment. Contracting In ad 
parties may consult. Contracting parties may authorize suspensio: 5 
obligations or concessions to compensate for action nullifying or impair the abo 
benefits of the agreement. ; totaled 

Contracting parties may make reports and recommendations to contract not sept 
parties proposing to form customs unions or free trade areas. ; 

Contracting parties shall make recommendations if they find the proposed Sens 
agreement is not likely to result in the formation of a customs union or fr ; aUSES 
trade area within the period contemplated by the parties to the agreement! decide 
that such period is not a reasonable one. The agreement cannot be put \ 
force until modified in accordance with the recommendations. ; i Ir. 

Contracting parties may require consultation concerning major changes ’ Sen: 
the schedule for the formation of a customs union or free trade area CME 

Contracting parties may, by a two-thirds majority, approve proposals to for: the pal 
a customs union or free trade area which do not fully conform to standa: 
of the article. 

Contracting parties, where the agreement does not specify otherwise, 
waive an agreement obligation by a two-thirds majority vote which s 
comprise more than half the contracting parties. By such a two-thirds 
contracting parties may specify exceptional cases to which other vot 
requirements for a waiver of obligations shall apply. They may prescri! 
such criteria as may be necessary for the application of this subparagraph as 

Contracting parties may authorize a contracting party to withhold concessi ene 
from another contracting party which has never concluded and which fifth si 

without sufficient justification to carry out tariff negotiations with it. a acne 

XXVIII... Contracting parties may determine which contracting parties have a substs l'a riffs 

tial interest in a particular tariff concession and must be consulted wher of the 
consideration is being given to withdrawal of the concession under this arti } le 
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| | 
Article Paragraph Description 


Contracting parties may determine period within which instruments of accep- 
tance of an amendment may be deposited. Contracting parties may decide 
that a contracting party not accepting a major amendment may withdraw 
or they may expel it. 

Contracting parties may determine terms for accession. 

Contracting parties may review the operation of the article, pertaining to the 
nonapplication of the agreement or the tariff concessions between certain 
contracting parties and may make recommendations. 


Mr. Brown. I believe that completes the points that I have in reply 
to questions that were asked me at earlier sessions. I hope to have 
the figure you requested, Senator Kerr, by late this afternoon for the 
committee. 

(The following was subsequently supplied for the record :) 


Economic data relating to total United States exports and foreign-aid payments 
under the Ruropean recovery program for the period Apr. 1, 1948, to Dee. 
81, 1950 


{Value in millions of dollars] 


Total United States exports (including reexports)—~.--------~~- 
Foreign-aid payments under the ERP to European countries: 
Total payments for supplies ee within the United 
States__- aS eae . 
For food and agricultural ‘supplies Bc 7 $3, 205 
Percent of total eee 3 a 58.7 


For industrial supplies________----- $2, < a 


Percent of total bles bab bswstihc Eibdaieas 41. 
Total payments for supplies procured outside the United 
States 


+2, 693 


Total foreign-aid payments ; fet. OE ee 
‘Includes supplies procured principally in Canada (in millions of dollars), 1,137, in 
Latin America, 660, and in participating countries, 444. 5 
? Does not include ocean transportation which amounted to $609,000,000. 
Nore,—Export figures are taken from customs declarations. ECA payments are based 
on Treasury disbursements. There is a significant volume of supplies that has been lifted 
but is not yet reflected in Treasury disbursements. 


In addition to the air granted under the European recovery program during 
the above period, there were some payments for foreign and interim aid which 
totaled 137 (million of dollars) and payments under the Greek-Turkish program 
not separately reported as to the amounts used for civilian and military supplies. 

Senator Minnixin. May I ask, when did the State Department 
decide not to go further with ITO? 

Mr. Brown. At the end of last year. 

Senator Mituixry. When you told us the other day that at Torquay 
the parties had been notified of our attitude and our intentions regard- 
ing ['TO, when was that? 

Mr. Brown. I believe it was on the 6th of December. 

Senator Mirnirkrn. 1950? 

Mr. Brown. 1950. 

Senator Minin. I notice in the minutes of the summary of the 
fifth session of the contracting parties to the General Agreement on 
Tariffs and Trade, a document which you submitted along with others 
of the same general nature—oh, no, this is a press release containing 
a summary of the fifth session of the contract ing parties to the Gene ral 
Agreement on Tariffs and Trade. Who puts ‘that out, Mr. Benson? 
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Mr. Benson. It was released by the contracting parties. 

Senator Mintirkrn. May I ask whether you remember that press 
release ? 

Mr. Brown. In general, yes. 

Senator Mirrrkrn. Is it an official press release of GATT? 

Mr. Brown. Oh, yes. 

Senator Mitiikiy. I notice in that press release that it is stated on 
page 11, at the top of page 11 it says “List of governments and 
organizations which had the right to participate in the fifth session 
of the contracting parties.” 

Then it lists a subheading “International Organizations,” and those 
specified are the United Nations, the International Monetary Fund, 
the Organization for E uropean Economic Cooperation and the World 
Health Organization. The date of that release was December 19, 1950. 

Since by losing our interest in ITO we were severed from the United 
Nations, as I believe was developed in testimony the other day, 
am curious what right the United Nations had to be at that conference. 

Mr. Brown. So am I, sir, about what right. We invited them, they 
were invited to come. The World Health Organization was there 
because it asked for an opinion on a proposal that it had for an inter- 
national convention about insecticides, so they were invited to come. 

The Monetary Fund, of course, was there because there was a con 
sultation about quantitative restrictions, and under article 15 their 
participation is specifically spelled out in the agreement. The others 
were there as observers. 

Senator Minurkry. It may be this is a misconstruction of the situa- 
tion. They may have been there just by invitation ? 

Mr. Brown. I believe that is correct. 

Senator Mitiikrn. I presume that the organization had the power 
to invite people in, but I cannot refrain from commeting that they 
did not invite any of our domestic producers into the proceedings. 

Mr. Brown. No, sir; and they do not invite any of those organiza- 
tions in on the tariff negotiations. 

Senator Miniikin. And they apparently invite these organiza- 
tions in on matters having to do with tariff negotiations or otherwise, 
and I would be very curious as to what they were doing there. 

(There was discussion off the record.) 

Senator Mitirkr1n. Specifically, would you mind inquiring as to the 
exact purpose of the United Nations there at that time and inquire 
into the question of their right to be there ? 

Mr. Brown. I think the word “right,” Senator, was not used in any 
technical or calculated sense. 

Senator Minirkry. Would you mind checking? 

(This matter is referred to in subsequent testimony.) 

Mr. Brown. But I will check that for you and give you a memo- 
randum. 

Senator Minrixin. Now the International Monetary Fund, since 
there is a definite relationship as set forth in GATT, I have no par- 
ticular curiosity as to why the International Monetary Fund was 
there. 

Mr. Brown. No, sir. 

Senator Minin. I do not know whether technically they had a 
right to be there. 
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Mr. Brown. Actually they were there by invitation. A letter was 
sent to them asking them if they would participate. 

Senator Minxix1n. I would think so, but I want to be sure. I want 
to find out what this right is and I can understand the purpose of 
the International Fund being there by invitation. 

Mr. Brown. I think the situation is they were all there by invitation, 
and I know of no right to be there but I will doublecheck that for you. 

Senator Minuixin. Now the Organization for European Economic 
Cooperation, what was their purpose there ? 

Mr. Brown. They are interested in anything to do with trade mat- 
ters, the liberalization of trade, and there are many European coun- 
tries which are parties to the GATT. 

Senator Mitirk1n. Were they there for any specific purpose ? 

Mr. Brown. No, sir. 

Senator Miniikin. They merely were observers ? 

Mr. Brown. They were observers. ‘There are quite a number of ob- 
servers. Some of the countries who were not participating in the 
negotiations were there as observers. 

Senator Minir«in. They had no specific programs to put before the 
organization ¢ 

Mr. Brown. No, sir. 

Senator Miniikin. ECA had no specific programs to put before the 
organization ¢ 

Mr. Brown. No, sir. I am advised they put no proposals forward, 
they had no rights to vote and were there in an observer status. 

Senator Miturkiy. Did any of them make proposals or suggestions 
to ECA? 

Mr. Brown. ECA was not—— 

Senator Minuixri. I mean the Organization for European Eco- 
nomic Cooperation. 

Mr. Brown. I think I will have to get you the full story on this, but 
as I said, the Organization for European Economic Cooperation was 

interested in anything that had to do with the liberalization of trade in 
Europe. As yau know, there has been quite a trade liberalization pro- 
gram sponsored by the OEEC, 

One of the forms of trade barriers in Europe has been the tariff, and 
there has been quite a good deal of discussion about the levels of traiffs, 
both high tariff and low tariff countries in Europe, and therefore the 
OEEC had a very real interest in what was done at Torquay about the 
tariffs, 

Senator Minuikrin. You said we had no proposals to that Organiza- 
tion ? 

Mr. Brown. Nothing was put to that Organization or received from 
them, as I understand it. 

Senator Mittukin. Now the question is both ways, whether they 
were there for any purpose, whether we made any proposals to them. 
Will you look it up ¢ 

Mr. Brown. Yes, sir: I can give you a complete statement on that. 

(The matters referred to are answered in subsequent testimony. ) 

Senator MinziKk1n. Now it is also stated that the World Health 
Organization had a right to be there, and I believe you said that they 
were there in connection with some insecticide program. Tell us a 
httle bit about that please. 


S0378—51 pt. 2——-18 
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Mr. Brown. They proposed an international convention for the duty 

free treatment of insecticides used for public-health purposes, and the) 

sent a copy of the document over to the meeting where we had a group 

of tariff experts assembled and asked for our comments on the techni- 
al aspects of the agreement. 

Senator Kerr. On the technical aspects of the agreement ? 

Mr. Brown. Of the proposal, and that was given to them. I am not 
sure whether anybody from the World Health Organization was ac 
tually there or not. Yes; they finally turned up. 

Senator Mmurkrn. What specifically did they ask for, the free im- 
portation of insecticides ? 

Mr. Brown. The proposed agreement would be an agreement where- 
by the signator y parties would admit insecticides for, I think it was, 
public -health purposes, free of duty. 

Senator Mittrkin. Under public control ? 

Mr. Brown. Yes, sir. 

Senator Mitir«1n. I mean the insecticides to be under publi 
control. 

Mr. Brown. Not commercial use of them but public-health develop- 
ment projects, malaria control. 

Senator Mitrixin. Will you submit that in detail after you have 
had : a chance to refresh your memory # 

Mr. Brown. That is correct on that part, I am sure. 

Senator Mitirkin. What was decided ? 

Mr. Brown. An opinion was given. 

Senator Minirkin. By the contracting parties? 

Mr. Brown. By the contracting parties. A working party was 
established and they went over the document and they made some 
comments about it and the result is summarized in that statement. 

Senator Mitzikin. Yesterday I gathered the impression from your 
testimony that, so far as the injurious effects of monetary devaluations 
are concerned, the remedies for that, if there is a remedy, is to be found 
in the use of escape clause; is that correct ? 

Mr. Brown. I stated that if a domestic industry were injured by 
imports as the result of devaluation or any other cause, it would have 
the remedy under the escape clause. 

Senator Mitir«ry. I pressed to find out whether there were any 
other remedies. As I recall it in each instance you came back to the 
escape clause; am I correct on that ? 

Mr. Brown. As far as the GATT is concerned. Then I also, as 
you suggested, agreed that as far as the changing of the rate is con- 
cerned, that was a matter on which we had an opportunity to ex- 
press our views in the Monetary Fund. 

Senator Mitirkry. I invite your attention to the document which 
is described as “Unrestricted limited B, GATT/CP/94, 18 January 
1951, Original: English,” and then it goes on under that, “General 
Agreement on Tariffs and Trade, Decisions and Resolution of the 
Contracting Parties at the Fifth Session, Torquay, November-De- 
cember, 1950.” 

On page 7 of those minutes, or however they might be described, 
the following appears: 
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5. DECISION OF DECEMBER 15, 1950, ON THE ADJUSTMENT OF CERTAIN SPECIFIC 
DUTIES AND CHARGES IN SCHEDULE II ( BENELUX) 


The CONTRACTING PARTIES, 

Havine Noted the adjustments relating to the specific duties and charges in- 
cluded in Section A of Schedule II (Benelux) of the General Agreement on Tariffs 
and Trade, as specified in the list annexed to this Decision, to take account of a 
reduction, by more than twenty per centum, of the par value of the Netherlands 
guilder effected consistently with the Articles of Agreement of the International 
Monetary Fund, to the extent necessary to ensure that the same duties and 
charges are applied by each of the members of Benelux. 

Concur, in accordance with the provisions of paragraph 6 (a) of Article IT 
of the General Agreement, that such adjustments do not impair the value of 
the concessions provided for in Schedule II to the General Agreement. 


Now I would like to read into the record, I am reading now from 
page 5 of the copy of the general agreement that we have been working 
on, paragraph 3: 


No contracting party shall alter its method of determining dutiable value or of 
converting currencies so as to impair the vaiue of any of the concessions pro- 
vided for in the appropriate schedule annexed to this agreement. 


I am now reading from page 6, paragraph 6 (a) : 


The specifie duties and charges included in the schedules relating to contract- 
ing parties members of the International Monetary Fund, and margins of pref- 
erence in specific duties and charges maintained by such contracting parties, are 
expressed in the appropriate currency at the par value accepted or provisionally 
recognized by the Fund at the date of this Agreement. Accordingly, in case this 
par value is reduced consistently with the Articles of Agreement of the Inter- 
national Monetary Fund by more than 20 per centum, such specific duties and 
charges and margins of preference may be adjusted to take account of such 
reduction ; 

Provided that the ConTracTING PArtTIEs (i. e. the contracting parties acting 
jointly as provided for in Article XXV) concur that such adjustments will not 
impair the value of the concessions provided for in the appropriate Schedule 
or elsewhere in this Agreement, due account being taken of all factors which 
may influence the need for, or urgency of, such adjustments. 

(b) Similar provisions shall apply to any contracting party not a member of 
the Fund, as from the date on which such contracting party becomes a member 
of Fund or enters into a special agreement in pursuance of Article XV. 

In the light of that language is there not a relief available other 
than by the ese: ipe-clause proc edure? 

Mr. Brown. I explained that yesterday, Senator, and if you will 
permit just a moment to refer back to what I said. I pointed out 
yesterday, Senator— 
that paragraph 6 (a), and the right to make the adjustment there is designed 
to authorize the country which has devalued to change its specific rates in order 
to take care of the changed price situation which would result from the 
devaluation. 

That is what Benelux did which led to the decision which you have 
read into the record. The proviso which you have read just now is 
the place in this case where we have a chance to see that any adjust- 
ment made would not be excessive. I testified yesterday that there we 
have an opportunity to have a check on the ni iture of the adjustment 
made to see that our interests are protected. 

Senator Minzik1y. What is your theory for the statement that these 
particular provisions are applicable only to the nations who devalue / 

Mr. Brown. Because it says that the rates specified are expressed 
in the currency at the par value accepted by the fund, and if that 
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value is changed then the rates which are expressed in that value may 
be adjusted. 

Senator Mitxirk1n. I do not quite see the limitation there limiting 
the remedy to the country that has devalued. What is your authority 
for that? 

Mr. Brown. That is what the language says, sir, in my opinion. 

Senator Mitirkix. Would you read it again? 

Mr. Brown. Yes. “If the par value is reduced”—that is the par 
value in which a specific duty is expressed, in this case the Netherlands 
guilder, if that par value is reduced—“then such specific duties’ 
that is the duties expressed in terms of that par value—‘may be ad 
justed.” You could not adjust anybody else’s duties based on that. 

Senator Minurkry. Let us take this language starting with para- 
graph 3, page 5: 

No contracting party shall alter its method of determining dutiable value 
That takes in importers as well as exporters. 

Mr. Brown. Yes, sir; but that does not say that no contracting party 
shall change the par value. 

Senator MILLikin (reading) 
or of converting currencies so as to impair the value of any of the concessions 
provided for in the appropriate Schedule annexed to this Agreement. 


Show me anything in there that limits the remedy to the country 
that does the dev ‘aluing. 
Mr. Brown. That particular paragraph is not limited, but the de- 
cision which you have just read in the paragraph is based on para- 
graph 6 (a) and not on paragraph 3. 


Senator Minuikin. The decision which I have read is a case where 
the Netherlands devalued its currency and wanted to adjust its tariff 
rates with the other Benelux countries; is that not correct ? 

Mr. Brown. Wanted to adjust its tariff rates. 

Senator Minuikin. All right, wanted to adjust its tariff rates so 
there was the case of a country which devalued wanting to make 
adjustments. 

Mr. Brown. That is correct, sir. 

Senator MriLuikin. I am not limiting myself to that case because 
that prese ented that angle. Now I am asking you, that does not make 
the inter pret: ition of the whole GATT agreement ? 

Mr. Brown. No, sir; but my interpretation of paragraph 6 (a) 
which is the par agraph under which that adjustment was made, is 
correct. The remedy that is provided for in that whole paragraph 
is designed to deal with action by the devaluing countries. 

Senator Murr. Well, look at the words then. Let us take 
paragraph 3. Frankly I thought you were in error yesterday when 
you limited our relief against devaluation where we “lid not do the 
devaluing, to the escape clause. 

Mr. Brown. I took care of that in the portion of my testimony that 
I read to you. 

Senator Miniixin. Under GATT the relief is available to anyone 
who is hurt. The remedy provided by GATT and under GATT is 


available to anyone who is hurt. 


3. No contracting party— 
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that is as to each one of all of them— 


shall alter its method— 


they are not talking there about which country does the devaluing— 


of determining dutiable value— 


That can be the country that does the devaluing as well as any other 
country— 
shall alter its method of determining dutiable value or of converting currencies 
so as to impair the value of any of the concessions provided for in the appropriate 
Schedule annexed to this Agreement. 

Do you contend that that is limited to the devaluing country ? 

Mr. Brown. I never did, sir. 

Senator Minti. You never did? But you contended that we 
could only have recourse through the escape clause. Why couldn't 
we have recourse to that ¢ 

Mr. Brown. This paragraph does not deal with the question of 
changes in rates of exchange. 

Senator Kerr. Let me get into this, if I may, Senator. 

Mr. Brown. This deals with the method of computing the dutiable 
value or of converting currencies. 

Senator Kerr. What does the term “of converting currencies” mean ? 
What is the significance of that phrase ¢ 

Mr. Brown. Well, when you have an import from France, as you 
pointed out earlier, Senator, the duty is generally based upon the price 
at which the thing is sold in France. Now, the francs have to be 
changed into dollars in order to compute the value for duty purposes. 

Senator Kerr. I can understand your position here with reference 
to the first phrase “no contracting party shall alter its method of 
determining dutiable value.” I can understand your position that 
that does not contain a peshabislon against changing value, but means 
that they shall not alter the method of determining dutiable value, 
but, if we read it without that, it says “no contracting party shall 
alter its method of converting currencies.” 

Mr. Brown. Yes, sir. Could I give you an illustration ? 

Senator Kerr. I would love to have that. 

Mr. Brown. In some cases you have countries which have a number 
of different exchange rates. 

Senator Kerr. Would you say that you would have the same method 
of converting a franc into a dollar regardless of whether you had to 
give 15 franes to get a dollar or 30 francs to get a dollar? 

Mr. Brown. No, sir. That might or might not be a change in the 
method of converting the currency. 

Senator Kerr. I can understand why it would not be a change in the 
method if you had to change the number. The method would be that 
you would trade so m: iny frances for so many dollars. I can under- 
stand that that would not of itself be a provision with reference to 
how many of them you had to provide in operating under any given 
method, if that is the meaning of the language. 

Mr. Brown. In some cases, Senator, you have a country that has 
several exchange rates and they have a habit as of today, let us say, 
of converting their currence y for determining dutiable value on the 
basis of one of those rates. 

Senator Kerr. Now you mean rates of exchange? 
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Mr. Brown. Yes, sir; rates of exchange. Now let us suppose that 
next week they decided that they would use a different one of thos: 
rates of exchange as the method of accomplishing this conversion 
That is the kind of situation that this paragraph is dealing with. 1: 
is the fact that if a contracting party changes the method of compu 

tation or changes from one existing rate to another rate, in a way as 
to impair the value of the concessions, that every contracting part, 
has a remedy under this section 3, but if you have a unitary rate and 
you devalue, which is what I had understood we were discussing, in 
accordance with the fund approval, then this particular section here, 

6 (a), which has been read into the record, only gives a remedy to 
the country doing the devaluing, and if any injury ensues to another 
country as a result, there whould be the remedy under the escape clause 
or under the general nullification and impairment if the thing were 
widespread enough and important enough. 

Senator Kerr. My lack of understanding may be the reason that 
I am confused as to the meaning of paragr aph 3 3, Senator. 

Senator Mitirkry. Mr. Chairman, it seems to me that the language 
of paragraph 3 is as clear as anything could possibly be. Let us 
look at it again: 

No contracting party shall alter its method of determining dutiable value 
or of converting currencies so as to impair the value of any of the concessions 
provided for in the appropriate Schedule annexed to this Agreement. 

Now, the purpose, clearly, is to prevent the impairment of the value 
of concessions. 

Mr. Brown. Yes, sir. 

Senator Mituixin. There cannot be the slightest doubt about that. 

Senator Kerr. That is, in one of the ways set out in the paragraph / 

Senator Miturkin. That is right. Now let us look at it from the 
standpoint of an importing country that already has rates established 
by agreement as to its imports. 

Now, “no contracting party shall alter its method of determining 
dutiable value.” Supposing that an importing country felt that it 
was injured by the devaluation. Well, to overcome that injury it cai 
not alter its method of determining the dutiable value if doing that 
tends to impair the value of the concessions, nor shall it follow any 
system of converting currencies or any method of converting curren 
cies that would lead to the same result. 

Every time you have an import you have a problem of determining 
the dutiable value and you have a problem concerning the conversion 
of currencies. The same is true as to exports, so here it seems to me is a 
clear statement in the agreement that you shan’t impair—what we 
were talking about vesterday—the integrity of these rates that have 
been agreed upon in negotiation between the parties. You can't 
impair those either by methods of determining dutiable value or by 
methods of converting currencies. 

Mr. Brown. I would agree with that, Senator. 

Senator Kerr. Let me make this observation at this point. It 
occurs to me that if the intent of this paragraph had been to pro- 
hibit changing the value or relative or comparative value of currency, 
it could very simply have said so. 

Senator Miturk1y. Well, I think it has simply said so. 
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Senator Kerr. The thing that confuses me is that I cannot deter- 
mine in my own mind whether or not this paragraph is intended to 
prohibit changing the value or relative values of currence y or intended 
prohibit the method of computing the import of a product in terms 
of the comparative value without either restricting the change in the 
value or comparative value of the currency, or holding it in status 
quo. 

Mr. Brown. May I make a comment, Senator ? 

Senator Kerr. Well, it might be helpful. 

Mr. Brown. I would like to make two, if I may. The first one is 
that you are entirely correct in saying that if paragraph 3 had been 
intended to deal with changes in par value, that would have been very 
easy to express. 

You will notice that paragraph 3 deals with methods of determining 
value or of converting currencies, whereas paragraph 6, which is 
specifically dealing w ith ¢ hanges in par value, states that it is dealing 
with changes in par value, so that it is quite clear that one is referring 
to a change in the par value itself and another one, the other one, is 
dealing in questions of method. Now let me illustrate. 

Senator Kerr. What you are saying is that paragraph 3 deals with 
the method of computing tariff on the basis of the relative value as 
it is, and that paragraph 6 refers to the operation of changing that 
relative value. 

Mr. Brown. That is correct, sir. There are all kinds of things 
that can be done in the way of computing and determining duti: ble 
value which could impair the significance of a concession. For ex- 
ample, you can establish arbitrary valuations. 

There are all kinds of ways in which it can be done, and it is that 
kind of administrative procedure and practice that this paragraph 
3 is designed to get at. 

Senator Mitiix1n. Now let us go back to paragraph 3. I am sug- 
gesting, Mr. Chairman, first that a devaluing country is adopting a 
different method of converting currencies. Prior to the devaluation 
it traded so many guilders for so many dollars, or so many guilders 
for so many pounds. 

Senator Kerr. Would it not have to do the same thing afterward, 
except using a different number ¢ 

Senator MILuixry. It uses a different method of doing it. It uses a 
different calculation. 

Senator Kerr. Does it use a different method of exchange or does it 
use a different number to effect the change by the use of the same 
method which is the exchanging of some number of one for some 
number of the others? 

Mr. Brown. You are correct, Senator Kerr. 

Senator Minurkrn. And it all comes to the same thing because it 
has relation to changes in the parity of the money. Prior to the 
conversion its method is to charge for the imports of that country 
and to exact from the importing countries for the exports from that 
country to the importing country money based upon parities. 

Now, it has changed that, and therefore it has changed the parity 
through its method of converting currencies. If I make a deal with 
you now for 350 francs for $1 

Senator Kerr. Does this do that or say you pay me so much per- 
cent on the value of what you send in here? 
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Senator Minuit. It all comes down to money and comes down to 
parities. You cannot escape the money, you cannot escape the pari- 
ties. 

Mr. Brown. Mr. Chairman, I might have a point that will help to 
clarify this discussion. 

Senator Kerr. I think it needs some clarification. 

Mr. Brown. Section 3 deals with the method of computing ad 

valorem rates, that is, 20 percent duty or 10 percent duty, which is 
not affected by devaluation. Section 6 deals with specific duties, that 
is, 6 cents a pound or 5 cents a pound, which would be affected by 
devaluation. 

Senator MinuiKin. I suggest that an ad valorem duty is affected 
by the par value of the money, because you have to pay money and 
you have to pay attention to ‘the pars. Now, how can you say that 
ad valorem duties are not affected by the question? What is the lan- 
guage there calling for distinction ? 

Mr. Brown. It is affected, yes, Senator. 

Senator Mirkin. Why, of course. 

Mr. Brown. But section 3 deals with the basis of determining duti- 
able values and deals with the problems which arise in connection with 
ad valorem duties, and section 6 deals with the specific ones. 

Senator Minuikry. Now, what this says, as I see it, Senator Kerr, 
starting with the purpose, it says you shall not impair the value of any 
concession by methods of determining dutiable value or of convert- 
ing currencies, and when you devalue you are interfering with the 
objective and you are doing it by the precise ways that are mentioned 
there. 

Senator Kerr. Let the reporter now read me the first part of that 
statement. 

(The reporter read the statement referred to.) 

Senator Kerr. Instead of saying that you shall not impair the 
values by a method, as I understand it it says you shall not change the 
method of figuring the value. 

Senator Miniikin. It comes to the same thing. 

Senator Kerr. I can see a distinction. It may be without a differ- 
ence. 

Senator Mitirkrn. I suggest it comes to the same thing. When a 
country devalues, it changes the relation of its currency to every other 
country in the world. 

Senator Kerr. Correct, but do you not have to still use the same 
method ? c 

Senator Miruixtn. It has adopted a method of altering the value 
of its money by devaluation. 

Senator Kerr. Has it not adopted a change in the value rather than 
a change in the method? 

Senator Minny. It has done both. Its method of doing it is to 
depreciate, to devalue. That is its method of doing it. It cannot do 
it except by a method, and its method is to devalue. 

All right, it does that, and that involves the question of methods of 
converting currencies. “Methods” includes the ratios that shall be 
applied and the relative rates between the currencies that shall be 
applied, so you shan’t devalue, as I interpret the paragraph, you 
shan’t adopt the method of devaluing to impair a concession, and you 
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shan’t do it by altering the methods of determining dutiable value or 
of converting currencies, and the moment that you devalue, you are 
altering the method of converting currencies. 

Mr. Brown. No, sir, that is not the interpretation which is intended 
or has been given to this section. It would be quite simple if—— 

Senator Minir«i. It flows naturally from the words, Mr. Brown, 
and if you have any documentation to show what exactly was intended, 
1 think you should put it in the record and not give us an ipse dixit 
on it. 

Mr. Brown. The best I can do is to give you the considered judg- 
ment of the Administration on that point. 

Senator Minnikin. And you have done that ? 

Mr. Brown. Yes, sir. 

Senator Minirkin. But, after all, you do not challenge the fact 
that the words speak for themselves. 

Mr. Brown. No, sir. 

Senator Mitiikin. I should suggest, Mr. Brown, that you should be 
looking for words in which you could protect our concessions if there 
isinjury. Ishould think you would be looking for ways. 

Mr. Brown. Yes, sir. 

Senator Mitiixrn. In order to protect our people, and here is a 
paragraph which I suggest to you is packed on the point. You should 
do that instead of looking for ways to find interpretations that limit 
the remedies of our people. 

Mr. Brown. We are constantly looking for ways in order to pro- 
tect the interests of our people. That is the whole purpose of this 
exercise in which we engage. 

Senator Mituikin. Now, let use get to 6 (a): 

The specific duties and charges included in the Schedules relating to contract- 
ing parties members of the International Monetary Fund, and the margins of 
preference in specific duties and charges maintained by such contracting parties, 
are expressed in the appropriate currency at the par value accepted or provi- 
sionally recognized by the Fund at the date of this Agreement. 

I doubt whether there is any conflict between us that far. 

Mr. Brown. I do not think so. 

Senator MILLIKIN (reading) : 

Aecordingly, in case this par value is reduced consistently with the Articles of 
Agreement of the International Monetary Fund by more than 20 per centum, 
such specific duties and charges and margins of preference may be adjusted 
to take account of such reduction, 

Where is your authority there for limiting that remedy to the 
country which devalues? 

Mr. Brown. That is what the language means to us and that is what 
it was intended to provide. 

Senator Miniikrin. But it does not say so, Mr. Brown. 

Mr. Brown. Yes, sir; I think it does. 

Senator Kerr. There is a “provided” there. 

Senator Mitzikins It says: 

Provided that the contracting parties concur that such adjustments 
that is all of them— 


Will not impair the value of the concessions provided for in the appropriate 
schedule or elsewhere in this agreement 


: ; i : 
that gives the contracting parties some police powers over the subject— 
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due account being taken of all factors which may influence the need for, 
urgency of, such adjustments. 

(b) Similar provisions shall apply to any contracting party not a member 
the Fund— 
and so forth. 

I ask again, Mr. Brown, show me the words which limit this relic 
to the country that does the devaluing. 

Mr. Brown. Because, Senator Millikin, the only country whic! 
would be piston the par value would be the country which is deval), 
ing, and this section deals with the reduced rates. 

‘Senator MinirKin. Of course, the dev aluing country is the devaluing 
country, but the question is, who gets relief from the devaluation, anc 
I ask you to point to me the language which limits the relief to the 
devaluing country. Let me have the words. 

Mr. Brown. Sir, I can only repeat what I have said before, and say 
that that is what the language means to me and that that is the purpose 
of it. 

Senator Minir«in. We are talking, Mr. Brown, not about the sched- 
ules of the devaluing party. We are talking about all of the schedules, 
the specific duties and charges included in the schedules relating to 
contracting parties members of the International Monetar y Fund. “Let 
me put a peg in there and ask how many members in GATT now are 
not members of the Monetary Fund. 

Mr. Brown. I think it is five, but I will have to check. 

Senator Mitirkin. Well, then, this applies to all but five of t! 
members of the Monetary Fund. 

Senator Kerr. You mean this applies to all members of GATT 
except the five who are not members of the Montary Fund. 

Senator Mituikin. Yes; that is right— 
and margins of preference in specific duties and charges maintained by such 
contracting parties— 


not just the devaluing country, all of them— 


are expressed in the appropriate currency at the par value accepted or provisio! 
ally recognized by the Fund at the date of this Agreement. Accordingly, in case 
this par value is reduced— 


of course, by the devaluing country— 


consistently with the Articles of Agreement of the International Monetary Fund 
by more than 20 per centum, such specific duties and charges and margins of 
preference— 


such specific duties, what are they, and margins of preference? They 
are of all of the countries that are in the Monet tary Fund, not | ust the 


devaluing country. It says so, and I do not see how it coul 
more explicitly. 

Mr. Brown. No, sir. 

Senator Minir«in. “Such specific duties and charges and margins 
of preference’—what may be adjusted? Those specific duties and 
margins of preference belonging to all of the parties here except 
those that are not under the Monetary Fund may be adjusted to take 
account of such reduction. 

Mr. Brown. No,sir. May I comment at that point ? 

Senator MriirKin. Yes. 

Mr. Brown. What this article deals with, “such specific duties and 
charges” which can be adjusted are the specific duties and charges 


say so 
; 
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maintained by contracting parties and expressed in terms of a par 
value, and if that par value is reduced then the specific duties and 
charges expressed in that par value may be adjusted; and that is 
what this section is intended to provide; and that is what I think it 
says. 

Senator Mitirk1n. I do not see any need to manipulate it, and I 
do not say that in an invidious way. 

Senator Kerr. Let the record show the Senator was smiling when 
he used the term. 

Senator Minzixr. I do not think we need to manipulate the lan- 
guage in order to get an interpretation. Let us start with the open- 
ing of it. 

Senator Kerr. May I interrupt for a minute. I notice here lan- 
guage Which says— 
in case this par value is reduced consistently with the Articles of Agreement 
of the International Monetary Fund by more than 20 per centum. 

I had understood the statement to be made here that those nations 
in the Monetary Fund agreed that they would not reduce by more than 
2U percent, 

Senator Minurkin. Under the Monetary Fund they can agree on 
their own initiative to a reduction up to 20 percent; so this properly 
concerns itself with a reduction beyond that. 

Senator Kerr. In other words, they can reduce by as much as 20 
percent without any agreement with anybody. 

Senator MinurKin. That is right. 

Senator Kerr. And can go beyond that in case the Monetary Fund 
members agree to it. 

Senator Minuiqin. That substantially is correct. 

Senator Kerr. Now, then, may I ask one more question here? I 
wonder if Mr. Brown’s position is this: The second sentence of 6 (a) 
and the language appearing before the word “providing” says “accord- 
ingly, in case this par Vi alue is reduced”—I take it that it refers there 
to the par value of the currency of some nation. 

Senator Minirkin. Well, read me the language again, Senator. 

Senator Kerr. “Accordingly, in case this par value’”— 

Senator Miniikin. This is the par value. 

Senator Kerr. “Is reduced’”—— 

Senator Miniikin. Yes, by the devaluing country, which is done 
with a fixed relationship to—— 

Senator Kerr. As I understand it, that refers to the par value of 
the currency or the money of a nation. 

Senator Mrmr. A nation. 

Senator Kerr. Then I wonder if the fact that the par value of any 
money could not be reduced except by the one nation issuing the 
money is the basis of Mr. Brown’s position that this language is limi- 
tation, the effect of this language is limitation of that operation to 
that one country which has reduced the par value of its money. 

Mr. Brown. That is correct, Senator. 

Senator Miniikin. I cannot agree with Mr. Brown’s interpreta- 
tion of this paragraph; but, obviously, it flows from a devaluation of 

specific country, and then the question is: Where do we go from 
there? How can you preserve the rights of the rest of the contracting 
parties ? 
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Senator Kerr. As I understand this language, it would mean that 
in the event any nation—and it would have to be one nation that 
reduced the par value of any currency—reduces the par value of its 
currency with the agreement of the Monetary Fund by more than 20 
percent, then that the specific duties and charges and margins of 
preference may be adjusted with reference to imports from that 
nation to take account of the extent to which it has reduced the par 
value - its currency to a degree greater than 20 percent. 

Mr. Brown. No, sir. 

Senator Minuik1n. I would simplify the thing under the language 
that once a nation has devalued, since all these nations are committed 
to parities, since they all hang together and have relationship to each 
other, that the purpose of these provisions is to say that all of those 
countries under the circumstances mentioned here may adjust their 
own tariff matters accordingly to avoid injury. If that is not the 
purpose, there is no purpose. 

Senator Kerr. The extent to which they can hold, then, is con- 
tained in the language, and if I understand this language—and | 
would like to have Mr. Brown's observations on this—it would be 
this. This would be an illustration. 

The United Kingdom under this paragraph could reduce the rela- 
tive value of its money up to 20 percent, and the language of this para- 
graph within itself would cause no change in the import. duties on the 
stuff which it shipped into this country. Now, am I right up to 
there / 

Mr. Brown. Yes, sir. This paragraph would not cause any change 
in the import duties in this country under any circumstances. 

Senator Kerr. Do not get me beyond my depth. Iam trying to go 
a step at a time. 

Mr. Brown. You are correct so far, sir. 

Senator Kerr. If the United Kingdom devalued or revalued 3 
money by a reduction in the parity or its relative value by not more 
than 20 percent, this language would of itself bring no change in the 
method of computing the tariff on the stuff it shipped into this country. 

Mr. Brown. That is right. 

Senator Kerr. If, however, it went to the Monetary Fund and got 
an agreement whereby it could revalue its currency by reducing its 
relative value more than 20 percent, then with reference to anything 
shipped into our country from the United Kingdom we would under 
this language be permitted to charge a greater amount than the specific 
amount provided for in the exhibit here, and the difference would be 
enough to compensate for that devaluation to the extent that it was 
greater than 20 percent. 

Senator Mm1Kk1n. That is what it says. 

Mr. Brown. No, sir; that is not correct. 

Senator Mitz1K1n. That is what it says. 

Mr. Brown. It would permit the British to change their specific 
rates to take account of the devaluation. 

Senator Kerr. Wait a minute; I do not want to get lost here. 

Mr. Brown. This authorizes no change by anybody except the 
devaluing country. 

Senator Kerr (reading) : 

Accordingly, in case this par value is reduced consistently with the Articles of 


Agreement of the International Monetary Fund by more than 20 per centum, 
such specilic duties and charges— 
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Mr. Brown. Yes, sir. 

Senator Kerr. And that is the specific duties and charges included 
in the schedules. 

Mr. Brown. That is of the country. 

Senator Kerr. Relating to the contracting party. 

Senator Mirkin. It does not say the devaluing country; please 
note that. 

Mr. Brown. Well, it does. 

Senator Kerr. Is there a schedule of specific duties? 

Senator Minin. Yes, sir. 

Senator Kerr. Does not that schedule include the duties an d charges 
which we make for them = ship stuff into this country ¢ 

Mr. Brown. Yes, sir, but this paragraph does not deal with that. 
This paragraph says that the duties are expressed; that is, all of the 
duties and all of the schedules are expressed in a currency at the par 

value accepted by the Fund. Now, if the par value is reduced, 
Britain reduces, then the duties expressed in—— 

Senator Kerr. In the schedule. 

Mr. Brown (continuing). In terms of her par value can be reduced 
or adjusted. 

Senator Minu1k1n. Where does it say that ? 

Mr. Brown. But not the others. 

Senator Mittrkin. Where does it say that? 

Senator Kerr. I am going to have to disagree with you, Mr. Brown. 

Senator Miniixin. That is the crux of it. Where does it Ly that? 

Mr. Brown. That is what the language means, and that is what 

is intended to mean. 

Senator Mitirk1n. May I run through this in kindergarten fashion ? 

Senator Frear. That is what will take for me. 

Senator Kerr. I want to say one more thing. I think it must be 
interpreted to mean that in the case of England, with the permission 
and agreement of the Monetary Fund—— 

Senator Minirkiy. Right. 

Senator Kerr (continuing). Devalues. 

Senator Minnikin. Right, more than 20 percent. 

Senator Kerr. More than 20 percent. 

Senator Miniikin. Right. 

Senator Kerr. That the specific duties and charges may be ad- 
justed. May be adjusted by whom? May be adjusted by those who 
fix it? 

Senator Minuikin. That is right. 

Senator Kerr. May be adjusted by those who fix them to take 
account of the reduction which is a greater degree than 20 percent. 

Senator Miniikin. Senator, there would be no point to these para- 
graphs unless that is the point. 

Senator Kerr. I must say that as of this moment I have to agree 
with that interpretation of the language. 

Mr. Brown. I can see that I will have to get a lawyer, Senator. 

Senator Mi.ik1n. Now let me run through this in my pedestrian 
way. 

Senator Kerr. You are very kind to listen to me. 

Senator Minnikin. It was very informative. 

Senator Kerr. Thank you, sir. 
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Senator Mintikin. Now we are talking about these specific duti: 
and charges. 

Senator Kerr. And that is the ones set forth in the schedule. 

Senator Miniixrn. Not of the devaluing country. The specifi 
duties and charges, how do we identify of what country or of what 
countries, which countries ? 

Senator Kerr. It says “included in the schedules.” 

Senator Miturkriy. “Included in the schedules.” Now, include 
in the schedules are the concessions of all of the countries, not the de 
valuing country. They are there, but also all of the others are ther 

Now, later on, that 1s all tied up with the words “such schedules” 
so, if we pin at the very beginning what schedules we are talking 
about, we know the scope of this paragraph. 

The specific duties and charges included in the schedules relating 
to contracting parties, not the devaluing country, but the contracting 
part ies— 
members of the International Monetary Fund, and margins of preference in speci! 
ic duties and charges maintained by such contracting parties, are expressed 
the appropriate currency at the par value accepted or provisionally recognized 
by the Fund at the date of this Agreement. 

Every one of those countries has par values for its own currency in 
relation to the par values of every other currency. That is the functio: 
of the Monetary Fund, to determine that, and it has determined it, not 
the devaluing country. 

Senator Kerr. And there was a fixed ratio at the date of this agree 
ment. 

Senator Miriixry. There was a fixed ratio at the date of this agree- 
ment, and has been ever since. 

Accordingly, in case this par value is reduced consistent with the Articles of 
Agreement of the International Monetary Fund— 
let us assume that it was reduced consistently— 
by more than 20 per centum— 


the 20 per centum figure is put in there for the reason that has been 
mentioned; now what ?— 
such specific duties and charges and margins of preference— 
the word “such” relates back to something, and it only relates back to 
the specific charges, duties and charges included in the schedules 
relating to contracting parties, members of the International Monetary 
Fund and margins of preference in specific duties and charges main- 
tained by such contracting parties may be adjusted. 

Such things may be adjusted to take account of such reduction. 
What does it mean if it does not mean that, “provided”—now let us 
see what the police power on here is— 


that the contracting parties concur that such adjustments will not impair the 
value of the concessions provided for in— 


the devaluing country schedules? No.— 


provided for in the appropriate schedule or elsewhere in this Agreement, due 
account being taken of all factors which may influence the need for, or urgency 
of, such adjustments. ‘ 

That is your standard for policing. 

Senator Kerr. I gather that that provision has to mean this: that 
although the Nation fixing the duties and the charges which have 
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been agreed on may under that language appearing before the word 
“prov ided” adjust them to take into account that reduction which 
exceeded 20 percent 

Senator Minuixin. That is it exactly. Technically maybe not, 
Senator, but let us assume that that is right. Maybe you ¢ ‘ould take in 
the whole 20 percent. 

Senator Kerr. The contracting parties as a board of review could 
take due account of all factors which may influence the need for or 

rgency of such adjustments in which event they would say to the 
[ ited States, “Now you have made the proportionate increas e here 1p 
this tariff rate to offset for this devaluation in excess of 20 percent, 
hut it is going to work a hi ardship on the lnport ing nation and there- 
fore we want you to not make that adjustment.” 

Senator MitLik1n. I agree entire ‘ly, and the only possible point of 
difference would be whether the 20 percent itself s hould be considered. 
uit we do not need to go into that. 

Senator Kerr. I must say that I see no reason for the language in 
the proviso unless that were its significance. 

a ‘nator MILLIKIN. Senator, we have got to assume—and it is a very 

fetched assumption on my part—that there is sense and a sense of 
ian ein this agreement. Consider the utter imbecility of trying to 
protect the concessions that have been made and not have a provision 
in it for protecting against a devaluation which can change those con- 
cessions as much as if the change had been spelled out. 

Now I make my next point. It is amazing to me that the Depart- 
ment of State chooses to rule itself out of that avenue of escape in a 
worthy ¢ ase and limit it to the devaluing party. Think of the imbecil- 

ty of limiting the relief to the party that causes the trouble. 

Mr. Brown. There is an assumption that trouble is being caused, 
which is not a justified assumption. 

Senator MILLIKry. Maybe not, but trouble might be caused. Think 

f limiting the relief to the party that causes the trouble when it 
causes trouble. 

Senator Kerr. Well, now aside from the language that has been 
used by which I was impressed but with which I do not necessarily 
concur 

Senator Miiu1Krn. I intended to affect you emotionally. 

Senator Kerr. I would like to have Mr. Brown’s observation with 
reference to the thought I expressed as to what this language must 
mean, 

Mr. Brown. Senator, I am obviously unable to explain to the satis- 
faction of this committee what this language means, and I would like 
tocall for help. I need a lawyer on this } point. 

Senator Kerr. I would like to have the best informed technical 

val ability you have got address it itself to it. 

"hy, Brown. Yes, sir. 

Senator Frear. On the kindergarten plateau. 

Mr. Brown. I have been trying to cover a very wide range of 
subjects. 

Senator Kerr. You have done a marvelous job and I want to say 
I have followed you, generally concurring in what you have said, but I 
do not. agree with your interpretation of this language, and I would 
like to have more light on it. 
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Mr. Brown. I will endeavor to get some one to shed it. 
Senator Kerr. Fine! 
Senator Minurkin. Going back to paragraph F of section 22, My, 

Brown, what is your interpretation of the effect of that paragrap)i / 
Mr. Brown. As it now stands? 

Senator Minin. As it now stands. 

Mr. Brown. It means that we would be able to use section 22 a1 
impose a quota on imports of a product under a program in section 2» 
at any time when there was any kind of effective limitation on eithie: 
domestic production or domestic marketing. Also if you should have 
a surplus disposal program of the type which is referred to in article 
XI of the GATT. 

Senator Miturkin. The purpose of it is to conform section 22 to 
GATT. 

Mr. Brown. Yes, sir. 

Senator MiniiKkry. Is that a simple description of it / 

Mr. Brown. That is right. 

Senator Miniikin. And you say it does so? 

Mr. Brown. We believe it does so. But it would prevent us fron 
negotiating any future agreement that was more limiting. We fee! 
that in the vast majority of the cases where one would want to use 
section 22, we would be at perfect liberty to do so under the GATT. 

Senator Minurkry. But there would be some cases where you might 
not be able to. 

Mr. Brown. Yes, sir. 

Senator Minirk1n. I would like to add my own suggestion to that of 
Senator Kerr. Personally I regard this protection against devalua- 
tion as a very, very important thing, not only from the standpoint of 
past dev: alus ations, but of many dev ‘aluations which I am confident. will 
occur if we are going to have honest money over the world, and if 
you can aoe anybody here that can add any further enlightment 
to that, I would appreciate it very much. 

Mr. Brown. I think it is a very important subject, Senator Millikin 
and one on which there is a great deal of misunderstanding and I think 
it would be helpful if we could present something to the committee on 
that general subject as well as on the particular points you raised. 

Senator Mimuikin. Mr. Chairman, I quoted from two sets of minutes 
of the contracting parties and I would like to have both of those put 
in the record. 

The Cuarrman. No objection. 

(The documents above referred to are as follows:) 


[Press Release Torquay/23 19 December 1950] 


SUMMARY OF THE FIFTH SESSION OF THE CONTRACTING PARTIES TO THE GENERAI 
AGREEMENT ON TARIFFS AND TRADE 


The Fifth Session of the Contracting Parties to the General Agreement was 
held at Torquay, from November 2 to December 16, 1950. 

The Session was attended by 29 of the 32 countries which comprise the Cot 
tracting Parties. Syria, Lebanon, and Nicaragua were not represented ; 13 gov- 
ernments were represented by observers; and four international organisations 
were also represented. A list of these countries and organisations is given on the 
final page of this summary. 

During the course of the session eleven working parties were set up to examine 
in greater detail the items which were submitted to them and one further work- 
ing party will met between the Fifth and Sixth Sessions. 
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a 


In this summary an attempt is made to set out the substantive items of the 
Session in four categories; this is an entirely informal arrangement for the pos- 
sible convenience of members of the press: 

A. Arrangements for implementing the results of the Torquay Tariff 
Negotiations and for prolonging the assured life of the Geneva and Annecy 
tariff concessions. 

3. Matters arising out of the operation of the General Agreement 

Cc. The continuing administration of the General Agreement and other 
administrative matters. 

D. Miscellaneous items. 


A. ARRANGEMENTS FOR IMPLEMENTING THE RESULTS OF THE TORQUAY TARIFF NEGOTIA- 
riONS AND FOR PROLONGING THE ASSURED LIFE OF THE GENEVA AND ANNECY TARIFF 


One of the important tasks accomplished during the Fifth Session was the 
preparation of legal instruments which will serve to bring into force the tariff 
concessions negotiated at Torquay, to prolong until January 1, 1954, the assured 
life of the Geneva and Annecy schedules of concessions, including such limited 
renegotiations of these concessions as are undertaken, and to admit as contract- 
ing parties the governments which are negotiating at Torquay to accede to the 
General Agreement. 

These instruments are of necessity somewhat complex. Briefly, there will be 
a Final Act which will serve to authenticate the results of the tariff negotiations 
as well as the texts of the following instruments: 

(a) Decisions agreeing to the accession of the acceding governments. 
These are to be opened for signature by the contracting parties at the close 
of the negotiations. 

Among the arrangements for the accession of further governments to the 
Agreement was one permitting Uruguay, which undertook negotiations at 
Anecy in 1949 but did not subsequently accede, to sign both the Annecy and 
Torquay Protocols. 

(b) The Torquay Protocol embodying the results of the Torquay negotia- 
tions and the terms on which the new governments will be able to accede. 

(c) A Declaration by the Contracting Parties that they undertake not 


to invoke, before January 1, 1954, the provisions of Article XXNVILI of the 


General Agreement; in effect this establishes, subject to the limited re 
negotiations mentioned above, the prolonging of the assured life of the tariff 
concessions for a further period of three years. 
\ further explanatory press release on the procedural arrangements will be 
ssued at the time when the Torquay negotiations are completed 


B. MATTERS ARISING OUT OF THE OPERATION OF THE GENERAL ACREFMENT 


Consultations held arith certain governments under Article XII: 4 (b) of the 
General Agreement 


Under Item 8 of the Agenda, consultations were held with the Governments of 
Australia, Ceylon, Chile, India, New Zealand, Pakistan, Southern Rhodesia, and 
the United Kingdom with respect to their import restrictions in accordance with 
Article XII: 4 (b) of the General Agreement. In accordance with Article XV: 2 
of the Agreement, the Contracting Parties also consulted with the International 
Monetary Fund. 

There was a full and frank discussion between the Contracting Parties, the 
onsulting countries and the Fund, in which full information was presented and 
views and opinions were freely expressed. 

During the course of the consultations, the representatives of Belgium, Cuba, 
Canada, and the United States expressed the view that the time had come when, 
with all due caution in the light of the uncertainties of the present situation, a 
progressive relaxation of the hard currency import restrictions of Australia, 
Ceylon, New Zealand, Southern Rhodesia, and the United Kingdom might begin. 
This view was based upon their analysis of the favourable current situation of 
these countries and the prospects for the coming year. Based on its analysis 
made available to the Contracting Parties the Fund expressed the opinion that 
imine such relaxation would be feasible in these cases, but should be undertaken with 
eideete due caution having regard to present uncertainties. 

The representatives of Australia, Ceylon, New Zealand, and the United King- 
dom expressed the opinion that although the gold and dollar reserves of the 
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sterling area had markedly improved, these views gave undue weight to 
favourable factors in the developments of the past 12 months and that ins 
cient attention had been paid to the adverse factors operating in the present 
uation, the full force of which would not be felt until 1951. The representati 
of Australia, New Zealand, and the United Kingdom referred in particula 
the new responsibilities which would be undertaken under the current reat 
ment programme. 

No suggestion was made during the consultations that it would be appropr 
for Chile, India, or Pakistan to engage in any further general relaxation of 
restrictions on imports from the dollar area, and the Fund was also of the opin 
that no further relaxations in the cases of these countries were feasible in 
present circumstances. 

The consultations accomplished a useful interchange of information and 0) 
ion, and the representatives of the governments whose restrictions were 
subject of the consultations said that they had taken full note of the views ex 
pressed by other contracting parties and that these views would be conveyed 
their governments for their consideration. 


Review of import restrictions and second report on discriminatory applicat 
of restrictions 

The Contracting Parties completed the text of a questionnaire to obtain the 
necessary information for a review of import restrictions applied under Artic| 
XII—i. e., for balance-of-payments reasons—and for the Second Report on 
discriminatory application of restrictions under the transitional period arrans 
ments of Article XTV. 

Although the Agreement contains a general ban on the use of prohibiti: 
and restrictions on imports or exports, certain exceptions are provided to peri 
the use of restrictions in defined circumstances, of which the most important 
the need to safeguard a country’s external financial position and balance 
payments. Paragraph 4 (b) of Article XII requires the Contracting Parti 
to review all such restrictions in force in March 1951. 

The Agreement also provides special arrangements in Article XIV for t) 
discriminatory application of balance-of-payments restrictions during the post 
war transitional period. Under paragraph 1 (g) of Article XIV the Contracting 
Parties are required to report annually on action taken under these arrang 
ments. The first report was issued in March 1950. 

The questionnaire, which relates only to contracting parties applying import 
restrictions in the foregoing circumstances, will bring together the information 
needed to fulfill both the objectives referred to above for study at the Sixt! 
Session. 

Special exchange arrangements 

The general purpose of the Agreement is to reduce tariffs and ultimately t 
eliminate other barriers to trade. The value of the reductions can be impaired, 
however, by a country which resorts to currency practices of various kinds. It is 
therefore essential that the contracting parties should each adhere to certain 
generally accepted principles of international monetary policy. But the cow 
tries which comprise the Contracting Parties are not necessarily all members 
of the International Monetary Fund. Accordingly, the Agreement provides thiat 
any contracting party which is not a member of the Fund shall enter into a 
“special exchange agreement” with the Contracting Parties, which contains ob! 
gations in the exchange field analogous to those contained in the Articles of 
Agreement of the International Monetary Fund. 

At the Fifth Session the Contracting Parties reviewed the position of the 
countries which are not yet members of the Fund and have not entered int 
Special Exchange Agreements. They also established procedural arrangements 
for the administration of Special Exchange Agreements. 


Quantitative export restrictions 


It was agreed that the collection of information on the application of quanti 
tative export restrictions which are permitted to be used under circumstances as 
defined in the Agreement, would be useful, and the Executive Secretary was 
authorized to invite contracting parties to submit statements on their export 
restrictions. 

Article XVIII—Notification of existing protective measures by Denmark, Haiti, 
and Italy.—Article XVIII of the Agreement recognizes the need for special meas- 


” 


ures “to promote the establishment, development, or reconstruction of particula! 
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industries or branches of agriculture,’ and deals in detail with the kind of re- 
strictions which may be used, the time limits on their use, and various safe- 
cuards against their misuse. The last paragraphs of the Article contain special 
provision for the maintenance of existing measures, subject to the approval of 
the Contracting Parties. 

At the Fifth Session the Contracting Parties had before them notifications 
from three Annecy acceding governments: Denmark, Haiti, and Italy. 

In the case of Haiti, the purpose of the measure—namely, the development of 
the growing of raw tobacco—was considered and after examining all the relevant 
data the Contracting Parties granted permission to maintain the protection by 
a system of licensing for the importation of tobacco, Cigars, and cigarettes, for 
live years. 

The applications made by Italy and Denmark Were withdrawn, since it wa 
determined that they did not fall within the types of protective measures en 
visaged under Article XVIII. 

Australian subsidy on ammonium sulphate 

At the Fourth Session, the Contracting Parties examined with the delegations 
of Australia and Chile the situation resulting from the removal of sodium nitrate 
from the pool of nitrogenous fertilizers which is subsidized by the Australian 
Government, while continuing to subsidize domestic ammonium sulphate. While 
determining that the Australian action was not a breach of the General Agree- 
ment, the Contracting Parties took into consideration the fact that both subsidies 
had been in effect at the time when Australia granted a concession on sodiuin 
nitrate in the 1947 tariff negotiations. They recommended that Australia should 
consider, With due regard to its policy of stabilizing the cost of production of 
certain crops, Means to remove aby competitive inequality between sodium ni 
trate and ammonium sulphate for use as fertilizers which may in practice exist 
as a result of the removal of sodium nitrate from the operations of the subsidized 
pool of nitrogenous fertilizers. 

At the Fifth Session the Contracting Parties were informed that the two 
governments had entered into consultation and that they had reached a satis- 
factory agreement, 

Brazilian internal taxes 

At their Third Session the Contracting Parties dealt with the discrimination 
in Brazilian internal taxes against certain French, United Kingdom, and United 
States exports, such as cognac, aperitifs, watches and clocks, beer, and cigarettes. 
Subsequently Brazil gave an assurance that the laws would be amended and, at 
the Fifth Session, the Contracting Parties were asked to examine a draft law 
modifying the present legislation on consumption taxes which had been pre- 
pared and submitted to the Brazilian legislature and to advise on the conformity 
of the draft law with relevant provisions of the General Agreement and the 
Protocol of Provisional Application. 

The matter was examined by a working party which reported that the draft 
law would, insofar as they were able to judge from the information supplied and 
except in certain circumstances, remove the new and increased internal tax dis- 
crimination introduced since October 1947, and bring Brazil's consumption tax 
legislation into conformity with the General Agreement as applied under the 
Protocol of Provisional Application. 


The effect of the United Kingdom purchase tar on certain imports into the United 
Kingdom with reference to article III 
The utility system has been in force in the United Kingdom since 1941 and 
is applicable to a wide range of consumer goods. Goods made in the United 
Kingdom and eligible for classification as utility are for the most part exempt 
from purchase tax; but these exemptions have not in general been extended to 
goods of comparable quality and price imported from abroad. In the view of 
the Netherlands Delegation, at whose request this item was placed on the agenda, 
anti | this constitutes a discriminatory levy of purchase tax in the United Kingdom 
ces as on the imported goods in question, in relation to the provisions of Article IIL 
vy was ' of the General Agreement. 
export The United Kingdom delegate said that the utility system had admittedly 
come to have some protective effect in practice, though it was not intended for 
Haiti, | this purpose. The United Kingdom Government had for some time exempted 


meas- from purchase tax certain classes of imported goods comparable with domestic 
ticular 
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utility preducts, and were now able to authorize him to state that they were very 
hopeful that it would be possible before long to remove the discrimination. [; 
was agreed that the matter should be placed on the agenda for the Sixth Session 
of the Contracting Parties, in case it should prove necessary to discuss it further 
at that stage. 

South Africa—Southern Rhodesia Customs Union: First Annual Report of th 
Customs Union Council.—In aceordance with the Declaration of the Contracting 

*arties of May 18, 1949, the Customs Union Council’s First Annual Report was 
submitted jointly by the governments of South Africa and Southern Rhodesi, 
for their information. Under Article XXIV of the Agreement the Contracting 
Parties are mainly concerned with two points, first, whether the Agreement js 
likely to result in the formation of a full Customs Union, and secondly, whether 
the interim peried is a reasonable one. The Contracting Parties took note of 
the Report and expressed the hope that the work would proceed expeditiously sani 
that in the next Report there would be fuller consideration of the problem of the 
removal of restrictions in the trade between the two countries. 

Assured life of the tariff concessions: Withdrawal by the United States under 
the provisions of Article XJX.—Dnuring the Fifth Session the Delegation of 
Czechoslovakia drew attention to the withdrawal by the United States of a con- 
cession which had been negotiated in 1947 on parts of item 1526 (a) of the 
United States tariff—women’s hats and hat bodies made of fur felt—under the 
provisions of Article XTX. The relevant part of this Article states that: “If, as 
a result of unforeseen developments and of the effect of the obligations incurred 
by a contracting party under this Agreement, including tariff concessions, any 
product is being imported into the territory of that contracting party in such 
increased quantities and under such conditions as to cause or threaten serious 
injury to domestic producers in that territory of like or directly competitive 
products, the contracting party shall be free, in respect of such product, and to 
the extent and for such time as may be necessary to prevent or remedy such 
injury, to suspend the obligation in whole or in part or to withdraw or modify 
the concession.” 

The Government of the United States had previously announced, on Novem 
ber 1, that in accordance with the findings of the United States Tariff Commis- 
sion and in accordance with the provisions of Article XIX of the General Agre 
ment, the tariff concessions which had been granted by the United States on th: 
above products would be withdrawn on December 1, 1950. These concessions 
were granted by the United States as part of the United States tariff concessions 
which were negotiated at Geneva in 147 and which were incorporated i) 
Schedule XX of the General Agreement. 

Consultations were held among the contracting parties mainly concerned 
namely Czechoslovakia, France, Italy, and the United States, but the results 
of the consultations between Czechoslovakia and the United States did not prove 
acceptable to the Delegation of Czechoslovakia. In order to give the Contracting 
Parties an opportunity to examine the facts of the case a working party was 
set up to examine between the Fifth and Sixth Sessions the contention of the 
Czechoslovak Delegation that in withdrawing a part of item 1526 from Sched 
ule XX, the nited States has failed to fulfill the obligations of Article XX1 
1 (a) and report back to the Contracting Parties. 


Examination, under the procedures provided in Article XXIII, of actual cases 
of quantitative restrictions applied for protective purposes 

In accordance with the procedure provided in Article XXIII of the Agre 
ment, Belgium requested that an examination of actual cases of quantitatiy: 
restrictions applied by certain countries for protectionist purposes which, 
the view of the Belgian Government, were causing unnecessary damage to the 
Belgian economy, should be undertaken. The Belgian request concerned re- 
strictions imposed by the United Kingdom and France. 

With regard to the restrictions imposed by the United Kingdom, consult: 
tions were held between the United Kingdom and Belgian delegations and, 
accordance with the spirit of Article XXIII, a bilateral agreement was arrange! 
In the case of the restrictions imposed by France, bilateral consultations wer 
held and formal assurances were given by the French representatives that they 
would seek a satisfactory settlement of the question before the end of 1950. 


French export restrictions on hides and skins 


At the request of the United ‘States Government an item was placed on the 
agenda of the Fifth Session relating to restrictions of exports of raw [hives 
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and skins maintained by the French Government. Discussions between the 
respective delegations were held during the Fifth Session, as a result of which 
the United States Government decided not to request consideration of this item 
at the Fifth Session. 


C. THE CONTINUING ADMINISTRATION OF THE AGREEMENT AND OTHER ADMINISTRATIVE 
MATTERS 


During the Fifth Session the Contracting Parties considered a proposal by 
the Canadian Delegation that they should establish a standing committee to 
deal wtih certain business between their regular full Sessions and to do pre 
paratory work to facilitate and expedite the work of these Sessions. A study 
of the matter was prepared by a working party; it was agreed that this should 
be transmitted to Governments for their examination with a view to a fulle1 
consideration at the Sixth Session of the proposal for a standing committee 
and of establishing a permanent secretariat. 

During the consideration of this item the United States Delegation sub- 
mitted a statement of policy which was issued on December 6 by the U. S 
Department of State. This indicated that the executive agencies of the U. 
Ss. Government had reviewed the status of the legislation affecting American 
participation in the General Agreement. As a result of this review the inter- 
ested agencies had recommended and the President had agreed, that while 
the proposed Charter for an International Trade Organization should not be 
resubmitted to the United States Congress, appropriate legislative authority 
would be sought to make American participation in the General Agreement more 
effective. It was felt that the many serious legislative problems now facing 
the United States Congress require concentration on the trade programmes 
that are most urgently needed and will most quickly produce concrete results. 
To meet the need for improved organization, the United States stated that 
it would suggest to the other governments concerned the creation of the neces- 
sary administrative machinery, including a small permanent staff, and would 
seek appropriate legislative authority for this purpose in connection with 
renewal of the trade agreements programme. 


Sixth session of the contracting parties 


It was decided that the Sixth Session would open at Geneva on September 17, 
1951. 


D. MISCELLANEOUS ITEMS 


Standard practices for import and export restrictions and cxrchange controls 

The General Agreement recognizes that governments will need to exercise 
control over the import and export of goods during periods when they are in bal- 
ance-of-payments difficulties. Such controls and restrictions, however necessary 
they may be, present great problems to the trading and financial communities, 
and sometimes the way in which they are administered makes them unnecessarily 
onerous, 

The Contracting Parties examined this question at the Fifth Session with the 
object of reducing the uncertainties and hardships to merchants resulting from 
the changing and unpredictable operation of trade controls. A code of standard 
practices was worked out and formulated, based on the best practices of those 
governments which have given careful study to the method of operating these 
controls. 

The Contracting Parties made clear their wish that governments should review 
their present practices in the administration of import and export controls 
and, if possible, improve their practices in line with the code of standard prac- 
tices which they have recommended. They requested individual governments 
to bring the code of standards to the attention of those responsible for admin- 
istering import and export restrictions and exchange controls 

The Code of Standard Practices will be published on December 27, 1950, and 
will be obtainable as a printed leaflet from the Secretariat. 


Draft agreement on the importation of insecticides 

The World Health Organization at its Third Assembly in May 1950 adopted a 
resolution directed towards ensuring a “free flow” of insecticides, raw materials 
used in their manufacture, and the equipment required for their application. 
Che Secretariat of the World Health Organization felt that an international 
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agreement, by which customs duties and tariffs on the products in questi) 
would be waived by the states becoming a party to it, might contribute to this en 
The Contracting Parties examined—through a committee of experts—in cu: 

sultation with the representatives of the World Health Organization the feusi- 
bility of a draft agreement having as its aim the reduction of trade barriers 
affecting the importation of insecticides and certain apparatus and materials 
necessary for campaigns against insects which are carriers of diseases of m 
The views of the committee of experts will be transmitted to the Director Genera| 
of the World Health Organization, together with the draft of an amended agree- 
ment. There was, however, no unanimity of opinion among those who considered 
the matter that such a draft agreement would be workable or effective. 


Position of Indochina in relation to the agreement 


The Contracting Parties were informed that negotiations between France and 
the Associated States of Indochina had resulted in the completion of draft 
arrangements for the establishment of a customs union between Cambodia, Laos, 
and Viet Nam, which define the powers devolving upon these States in the rea}; 
of external trade. A draft Convention has been drawn up and will be submitted 
for ratification. After the signature of the Convention, the Associated States of 
Indochina will be entitled, on the one hand, to negotiate commercial agreements 
with foreign countries and, on the other hand, to establish their own legislation 
and customs regulations. 

The French Government has undertaken to facilitate the accession of those 
countries to international trade agreements, and it will be the responsibility of 
those countries to decide, within the framework of the general economic policy 
of the French Union, what their position will be in regard to the General! 
Agreement. 



















The proposed European coal and steel agreement 

The French delegation stated that negotiations towards the completion of the 
proposed European Coal and Steel Agreement were still continuing. In any case, 
if the proposed Agreement affected in any way the text of the General Agree- 
ment or its application, the French Government would not fail to inform the 
Contracting Parties and to submit to them any question which might arise. 


List of Governments and Organizations which had the right to participate in th 
Fifth Session of the Contracting Parties 


32 CONTRACTING PARTIES TO THE GENERAL AGREEMENT 


Australia France New Zealand 
Belgium Finland Nicaragua 

















Brazil Greece Norway 

Burma Haiti Pakistan 

Canada India South Africa 
Ceylon Indonesia Southern Rhodesia 
Chile Italy Sweden 

Cuba Lebanon Syria 
Czechoslovakia Liberia - United Kingdom 
Denmark Luxemburg United States 
Dominican Republic Netherlands 





13 GOVERNMENTS AS OBSERVERS 














Austria Turkey Venezuela 
German Federal Republic Uruguay Switzerland 
Korea E) Salvador Yugoslavia 
Peru Guatemala 

Philippines Mexico 









4 INTERNATIONAL ORGANIZATIONS 







The United Nations 
The International Monetary Fund 

The Organization for European Economic Cooperation 
The World Health Organization 
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TRADE AGREEMENTS EXTENSION ACT OF 1951 


{ Unrestricted——Limited B—GATT/CP/94—18 January 1951—Original: English] 


GENERAL AGREEMENT ON TARIFFS AND TRADE—DECISIONS AND RESOLUTION OF THE 
CONTRACTING PARTIES AT THE FirtH SESSION 


(Torquay, November—December 1950) 
DECISIONS 


1. Decision of November 9, 1950, on the accession of Uruguay’ 
CONSIDERING that Paragraph 10 (a) of the Annecy Protocol of Terms of Acces- 
sion to the General Agreement on Tariffs and Trade provides that the Protocol 
would be open for signature by acceding governments only until April 30, 1950, 
CONSIDERING that the Government of Uruguay, owing to unavoidable circum- 
stances, Was unable to sign the said Protocol by that date, and 
CONSIDERING the desirability of affording an additional opportunity to the 
Uruguayan Government to accede to the General Agreement. 
The CONTRACTING PARTIES, 
AcTING pursuant to Article X XXIII of the General Agreement, in view of the 
special circumstances referred to above, 
Decipe that, notwithstanding the provisions of Paragraph 10 (a) of the Annecy 
lation Protoeol of Terms of Accession, signature of the said Protocol by the Govern- 
ment of Uruguay shall be effective for all purposes of that Protocol if affixed 
those not later than the final date to be established for signature of an instrument of 
ity of accession by Governments which intend to accede to the Agreement as a result 
policy F of the negotiations entered into at Torquay, and 
Pneral Instruct the Executive Secretary to forward a copy of the present Decision 
to the Secretary-General of the United Nations and to inform the Secretary- 
General in due course of the final date fixed for signature in accordance with 
f the foregoing paragraph. 
) tie 
r case ; 2. Decision of November 27, 1950, granting a release applied for by the Govern- 
Acree. ment of Haiti under paragraph 12 of Article XVIII relating to the import of 
m the tobacco ”* 
The CONTRACTING PARTIES, 
HaviInG AGREED that the measure notified by Haiti satisfied the requirements of 
Article XVIII of the Agreement, 
Dercipe that a release be granted, for a period of five years, under paragraph 12 
of Article XVIII for the maintenance of the measure insofar as it requires 
importers to obtain an import permit. 


Decision of November 30, 1950, extending the time limit in Part II of Article 
YX of the agreement * 
WnerEAs it is provided in Article XX that nothing in the General Agreement 
| be construed to prevent the adoption or enforcement by any contracting 
party of measures described in Part II of Article XX, and that measures insti- 
tuted uncer the said Part Il of Article XX which are inconsistent with other 
provisions of the General Agreement shall be removed as soon as the conditions 
giving rise to them have ceased, and in any event not later than January 1, 1951; 


Whereas the conditions due to the war have not improved at the rate and to 
the extent expected when the General Agreement was drawn up, 

The CONTRACTING PARTIES 

Decipe, in accordance with Article XXV:5 (a), to waive until January 1, 1955, 
the obligation of contracting parties instituting or maintaining measures under 
Part Il of Article XX to discontinue them or seek the approval of the Contracting 
Parties for their continuance. 


}. Record of decisions of December 18, 1950, concerning the acceptance of special 
exchange agreements by the Governments of Burma, Haiti, Sweden, and 
Indonesia * 


The ConrRACTING PARTIES approved the recommendations contained in the 
Report of Working Party “J”? on Special Exchange Agreements (GATT/CP.5/44), 
thus taking the following decisions: 


*See GATT/CP.5/SR.2 and 11. 

“See GATT/CP.5/25 and GATT/CP.5/SR.15. 
“See GATT/CP.5/SR.16. 

*See GATT/CP.5/44 and GATT/CP.5/SR.21. 
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(a) that the time limit for the acceptance of special exchange agreements }) 
the Governments of Burma, Haiti, and Sweden, failing their becoming members 
of the Fund in the meantime, be extended to September 17, 1951, the opening date 
of the Sixth Session ; and 

(b) that the Government of Indonesia, when it deposits an instrument of 
acceptance of its special exchange agreement, shall be considered as having fu 
filled its obligations under the Resolution of April 18, 1950, notwithstanding thy 
time limit set in that Resolution. 



















5. Decision of December 15, 1950, on the adjustment of certain specific duties and 
charges in Schedule II (Benelux) * 

The CONTRACTING PARTIES, 

Having Norep the adjustments relating to the specifie duties and charges it 
cluded in Section A of Schedule II (Benelux ) of the General Agreement on Tariffs 
and Trade, as specified in the list annexed to this Decision, to take account of 
a reduction, by more than twenty per centum, of the par value of the Netherlands 
guilder effected consistently with the Articles of Agreement of the Internation: 
Monetary Fund, to the extent necessary to ensure that the same duties a: 
charges are applied by each of the members of Benelux, 

Concur, in accordance with the provisions of paragraph 6 (a) of Article IT 
of the General Agreement, that such adjustments do not impair the value of t] 
concessions provided for in Schedule II to the General Agreement. 





































LIST OF ADJUSTMENTS OF SPECIFIC DUTIES AND CHARGES IN 


(BELGIU M-LUXEMBURG-NETHERLANDS) 


SCHEDULE II 









tem 68.—The rates of the Netherlands monopoly duty “f.4—” and “f.1 


in the “Note 7” to this item shall read: “f.5.0" and “f.1.26.” 

Item 70.—The rate of the Netherlands monopoly duty ‘“‘f.2.—” in the Note t 
subitem “a” shall read: “f.2.51.” 

The rate of the Netherlands monopoly duty “f.1.50" in the Note to subitem “)” 
shall read: “f.1.88.” 

Item ex 74.—The rate of the Netherlands monopoly duty “f.2. 
to this item shall read: “f.2.51.” 

Item 84.—The rate of the Netherlands monopoly duty “f.15.—” in the Note 
to sub-item “bd” shall read: ‘ f.18.83." 

Item 89.—The rate of duty in the third colum to sub-item “d” “f.50.—” shall 
read: “f.62.78.” 

Item 123.—The rate of duty in the third colum to sub-item “ex Bb” “f.15.13” 
shall read: “f.19.—.’ 

Item 153.—The rate of duty in the third column to sub-item “a” “f.35.32" shal! 
read: “f.45.60.’ The supplementary duty in Note 1 to sub-item “a” “f.0.70” shall 
read: “f.0.88. The rate of duty in the third column to sub-item “b” “f.100 
shall read: “f.125.55.” 

Item 154.—The rate of duty “f.254.24” in the third column shall read : “f.319.20.” 

Item 155.—The rates of duty “f.121.07" and “f.151.33” in the third column 
shall read: “f.152.—” and “f.190.—.” 

Item 165.—The rate of the Netherlands monopoly duty in the Note to this item 
“f.2—” shall read: “f.2.51.” 

Item 206.—The duty ’’f.1.82” in the Note to the sub-item “ex b 3” shall read 
“Laan” 

Item 294.—The rates of duty in the third column to this item “f.2.— 
“£0.10” (3x) shall read: “f.2.51" and “f.0.13.” 

Item 661.—The rate of duty “f.0.61” (2x) in the third column shall read: 
“f.0.76.” 

Item 662.—The rate of duty “f.1.21" (2x) in the third column shall read: 


“£1.52.” 


” 


in the Note 
























(3x) and 


6. Decision of December 16, 1950, on the application of Annecy schedules *® 
CONSIDERING that paragraph 3 of the Annecy Protocol of Terms of Accession 
to the General Agreement on Tariffs and Trade provides that notifications of in 
tention to apply the concessions provided for in the schedules contained 
Annex A thereto shall only be effective if received by the Secretary-Gene 
of the United Nations not later than April 30, 1950, 


‘'T/CP.5/SR.24. 
‘T/CP.5/SR.26. 
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CONSIDERING that several contracting parties, owing to unavoidable cir- 
cumstances, were unable to submit notifications by that date, and 

CONSIDERING the desirability of affording an additional opportunity to those 
contracting parties to notify their intention to apply the concessions provided for 
in their respective schedules in Annex A to the said Protocol, 

The CONTRACTING PARTIES, 

AcTING pursuant to Article XX XIII of the General Agreement, in view of the 
special circumstances referred to above, 

Decipg that, notwithstanding the provisions of paragraph 38 of the Annecy 
Protocol of Terms of Accession, notifications of intention to apply the conces 
sions provided for in schedules in Annex A to the said Protocol shall be effective 
for all purposes of that Protocol if received by the Secretary-General of the 
United Nations not later than April 1, 1951, and 

Instruct the Executive Secretary to forward a copy of the present Decision 
to the Secretary-General of the United Nations. 


% Decision of December 16, 1950, concerning the effect of the failure of a con- 
tracting party to sign a decision agreeing to the eecession of a government 
acceding to the general agreement * 

The CONTRACTING PARTIES 

DeciDE that the failure of any contracting party to sign the Decision annexed 
to the Final Act of Torquay in respect of any particular acceding government by 
the final date for the signature of such Decision shall be deemed to be a nega- 
tive vote on the Decision contemplated in paragraph 11 of the Torquay protocol 
and shall be so recorded. 


RESOLUTION OF NOVEMBER 27, 1950, ON THE EXPENDITURE OF THE CONTRACTING 
PARTIES IN 1951 AND THE WAYS AND MEANS TO MEET SUCH EXPENDITURES 


Part I 

The CONTRACTING PARTIES, 

HAVING considered the estimates of expenditure of the Contrace 
during 1951, as set forth in the Schedules annexed to this Resolut 

RESOLVE that: 

1. The Executive Secretary is authorized to repay promptly ICITO for services 
rendered during the year 1951, provided that such repayment does not exceed a 
total of US$403,281 ; 

2. The repayment referred to in paragraph 1 shall be financed as follows: 

(a) by contributions from contracting parties for an amount of USS319,781; 

(b) by drawing on the cash balance available on December 31, 1950, and 

payments received in 1951 in respect of 1949 and 1950 financial years 
up to an amount of US$61,000; and 

(c) by miscellaneous income estimated at USS22,500 ; 

Any balance from the cash surplus as at December 31, 1950, and payments 
of outstanding 1949 and 1950 contributions in excess of $61,000 shall be left at 
the disposal of the Executive Secretary for use as approved by the Contracting 
Parties, provided that such approval shall not be necessary to finance approved 
expenditure in 1951 pending delay in receipt of contributions ; 

t. The Executive Secretary shall report to the Contracting Parties at the 
Sixth Session on the status of budgetary expenditures, including all commit 
ments entered into to meet unforeseen and extraordinary expenses ; and 
5. The contributions of the contracting parties in 1951 shall be assessed in 
accordance with the scale of contributions set forth in Annex C to this Reso 
lution. 


Part II 
‘The CONTRACTING PARTIES 
RESOLVE further that: 

Before adopting any proposal involving expenditure not specifically covered 
by appropriations already approved, they shall examine the financial implica 
tions of that proposal and consider ways and means of meeting the expenditure 
out of the existing budget resources or new resources ; 

2. They shall consider at their Sixth Session a report by the Executive Secre 
tary on the income received up to the date of the Session and, if there should 

™See GATT/CP.5/SR.26. 

"See GATT/CP.5/SR.15 

for Annexes see pages 10-14 of GATT/CP.5/28. 
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be an amount in arrears from contributions such as to impede the execution of 
the work entrusted to the Secretariat, they shall review the appropriations f 
1951 and consider arrangements for financing expenditure during the remainder 
of the year; and 

3. They shall also consider at their Sixth Session the question of the esta! 
lishment of a Working Capital Fund. 

Part II 

The CONTRACTING PARTIES, 

HAvING taken cognizance of the note submitted by the Executive Secretary on 
contributions in arrears and of the report of its Working Party on Budget 
Questions, 

STRONGLY URGE all contracting parties which have not yet paid their contribu 
tions for 1950 and previous years to do so without delay ; and 

REQUEST all contracting parties to remit their contributions for 1951 as early 
as possible and in any case not later than April 30, 1951, and all acceding govy- 
ernments to take the necessary steps to enable them to send their contributions 
for 1951, which shall be considered as due and payable in full as soon as those 
governments become contracting parties. 


Senator Kerr. The committee will recess until 10 o’clock the morn- 
ing of April 3 and we will take up with Mr. Brown again. 

(Whereupon, at 12 noon, the committee adjourned, to reconvene 
at 10 a.m. Tuesday, April 3, 1951.) 
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TUESDAY, APRIL 3, 1951 


Unirep Srates SENATE, 
CoMMITTEE ON FINANCE, 
Washington, a7, 

The committee met, pursuant to adjournment, at 10 a. m., in room 
312, Senate Office Building, Senator Walter F. George (chairman) 
presiding. 

Present: Senators George (chairman), Kerr, Millikin, Taft, Brew- 
ster, and Martin. 

Also present: Mrs. Elizabeth B. Springer, chief clerk, and Serge 
Benson, minority professional staff member. 

The Cuatrman. The committee will come to order. 

I would like to have entered in the record at this point, at the request 
of Hon. Carl Hayden, Senator from Arizona, the following telegrams, 
all of which relate to the suggested amendment presented to this com- 
mittee by Senator Holland, of Florida. 

(The telegrams referred to are as follows: ) 


NOGALES, ArIzZ., March 21, 1951. 
Senator CARL HAYDEN, 


Washington, D. C.: 


The bill to amend the Reciprocal Trade Agreements Act with Mexico not only 
jeopardizes American investments in Mexico but will increase the already high 
cost of food. This bill penalizes many for the benefit of a few; we are strongly 
opposed to this bill, in fact and in principle. 

BrRACKER VEGETABLE SALES Co 


NOGALES, ArIz., March 21, 1951. 
Hon. CArL HAYDEN, 


Senate Office Building, Washington, D. C.: 

Urgently request your support in defeating amendment to Trade Agreements 
Act providing quota on imports if prices fresh vegetables in United States fall 
below parity, amending bill now before Senate Finance Committee. As growers, 
shippers, and packers of Mexican winter vegetables we strongly recommend its 
defeat. 


CHRIS KOUTROULARES. 


NoGALEs, Ariz., March 22, 1951. 


Hon. Senator Haypben, of Arizona, 
Washington, D. C.: 
Urgently request your full support to kill amendment to Trade Agreement 
Act now before Senate Finance Committee to impose quota on fruits and vege- 
tables imports from west coast of Mexico when United States price is below 
parity. This would be disastrous as we are now imposed with heavy duties 
which benefits everyone; also this business greatly benefits Arizona. Thanks. 

Joe T. Mason. 


1275 
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NoGALes, Ariz., March 22, 1951. 
Senator CARL HAYDEN, 
Senate Office Building: 

Would like to ask your support to defeat bill before Finance Committee to 
amend Trade Agreements Act which proposes to impose quota on imports fresh 
vegetables, fruits when prices below parity in United States. Such bill would 
be opening wedge to destroy reciprocity agreements and would cripple or destroy 
industry which imports 8,000 to 9,000 carloads vegetables each winter through 
Nogales from Mexico. This industry is backbone of Farming industry on west 
coast of Mexico which buys from Arizona and United States millions dollars farm 
machinery, autos, trucks, other machinery, and supplies. Domestice growers 
cannot supply consumer needs for these vegetables in winter so our imports no 
serious competition. Please advise. 

JAMES K. WILSON Co. 


NoGALES, Ariz., March 22, 1951, 
Senator CARL HypDEN, 
Washington, D. C.: 

Urgently request your full support, kill amendment to Trade Agreements Act 
now before Senate Finance Committee which would impost quota on fruit, 
vegetable imports when United States price is below parity. The export vege- 
table industry is probably among west coast of Mexico’s principal industries, 
which also gives enormous amount revenue brokers, distributors, railroads, parts 
distributors, tractor, truck manufacturers, seedhouses, insecticide houses, et 
cetera, all over United States of America, Canada, including Arizona. On top 
this is an era of good will and friendly neighbor policy and solidarity among 
our American nations, this restricting measure on Mexico’s winter vegetable 
export deal would be a blow to neighboring country. High import duties by 
United States of America, higher freight rates, et cetera, already establishes big 
barrier against Mexican winter vegetables whenever Florida or other local 
winter tomatoes, peas, peppers are available, so that measure not necessary. 
Needless to add Mexican winter vegetables in no way compete with Arizona- 
grown vegetables, 

BuRNAND & Co. 


The Cratrman. I should also like to put into the record this morn 
ing a letter from Mr. Brown to Senator Ellender which relates to the 
Magnuson amendment. 

Senator Mittikin. May I see that, please? 

The Cuarrman,. Yes, sir. 

Mr. Brown. I made an error in my testimony before the Senate 
Agriculture Committee to which Senator Magnuson referred, and | 
wanted this record to be complete, as well as have it correct in the 
Agriculture Committee. 

The Crairnman. I see that is the purpose of it then. 

Mr. Brown. I made the statement that under section 22 you could 
impose quotas without limit, and that was not correct. It is a 50 per- 
cent limit, and I wanted to correct that in view of Senator Magnuson’s 
statement. 

The Crairman. It was made in connection with the Magnuson 
amendment / 

Mr. Brown. Yes, sir; Senator Magnuson referred to it in the mem- 
orandum he submitted to this committee. 

The Cratrman. Yes. 

(The letter referred to appears at p. 1187.) 
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STATEMENT OF WINTHROP G. BROWN, DIRECTOR, OFFICE OF 
INTERNATIONAL TRADE POLICY, DEPARTMENT OF STATE— 
Resumed 


The Cuatrman. Now, Senator Millikin, where were you with Mr. 
Brown! I express the hope that you may be able to finish with Mr. 
Brown because of urgent necessity for him to give attention to other 
matters during this week. But if you cannot finish, he has to go over 
to about Friday. 

Senator Miniixin. Do you have anything you want to put in, Mr. 
Brown / 

Mr. Brown. Mr. Chairman, I wanted to make one correction in a 
statement that I made in the earlier testimony, which was that we 
obtained most-favored-nation commitments in many of our ECA bi- 
lateral agreements. I was in error in that statement. In most of 
those agreements we obtained most-favored-nation commitments for 
the occupied areas for which we had responsibility, that is, Western 
Germany and Japan, or Western Germany in any event. 

And since we already had most-favored-nation agreements of vari- 
ous kinds with the other countries, that subject was not covered as far 
as we and the recipient country were concerned in the ECA bilaterals. 
J have put in the record a copy of an illustrative agreement as Senator 
Millikin requested. 

I think that we are up to date in having supplied for the record, 
with copies being sent to Senator Millikin—he will get the last of them 
this morning—all of the material which the committee has asked 
for. 

I was asked at the close of the last hearing to give an explanation 
of the interpretation of article I], paragraph 6 (a) of the GATT. 
For the convenience of the committee, | have written it out since it is 
extremely technical, and I would ask that it be submitted for the 
record. 

The CuarMan. Have you copies of it ¢ 

Mr. Brown. Yes, sir. 

(The document referred to is as follows:) 


STATEMENT ON ArRrTIcLE II, PARAGRAPH 6 (A), OF GATT 


In the course of the hearing before the Committee on Finance on H. R. 1612, 
a question arose as to the proper construction of article II, paragraph 6 (a), 
of GATT, dealing with adjustments in the specific duties, charges, and margins 
of preference of contracting parties in the event of a currency devaluation. The 
provision was construed by the State Department representative to mean that 
a country which devalued its currency might be permitted, under the circum 
stances and subject to the limitations set forth in the GATT provision, to raise 
its specific duties to take account of the devaluation. Senator Millikin sug- 
gested that the provision is subject to the opposite construction; i. e., when one 
contracting party devalues its currency, all other contracting parties may be 
permitted to adjust their rates of duty upward to take account of such 
devaluation. 

The language of the paragraph is admittedly ambiguous on its face. The 
principal difficulty stems from the fact that the words “duties,” “charges,” and 
“margins of preference” are plural words, while the words “currency” and “par 
value” are given in the singular. When such ambiguities develop in written 
instruments, their true construction must be determined in the light of all the 
surrounding circumstances. In recheck it appears that the construction given 
in the testimony of the State Department representative is the 


correct one 
because the language has been so understood in all international 


discussions 
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involving the drafting and administration of the provision, and because on); 
this construction gives a consistent and common-sense result. The constructio: 
proposed had never before, so far as can be ascertained, occurred to or bee: 
suggested to anyone in the Government involved in the trade-agreement: 
program. 

Article II, paragraph 6 (a), is limited in terms to cases where a “par value 
is reduced consistently with the articles of agreement of the international mon 
etary fund.” If this paragraph is construed to deal with adjustments of specific 
duties by the devaluing country, this limitation makes sense. A country whic! 
devalues in violation of its obligations under the fund agreement is denied thy 
privileges of paragraph 6 (a). Under the alternative construction of para 
graph 6 (a), however, this limitation would mean that if a country devalues 
consistently with its international obligations, other countries are free to raise 
tariffs against it, but if a country violates its international obligations by devalu 
ing in the face of objections by the fund, other countries would not be free to 
raise their tariffs. 

The construction suggested also leads to anomalous results in terms of the 
first provision of GATT, article I, paragraph 1, which establishes the rule ot 
unconditional most-favored-nation treatment among the parties to GATT. I: 
fact, it brings results inconsistent with this rule. Thus, if country A devalues 
its currency, and this devaluation is considered to give country B a privilege 
to raise its duties on A’s products, B could only exercise such a privilege eithe: 
(a) by simultaneously raising its duties on the same products from all countries 
(thus raising duties against countries which have not devalued) or (6) by 
applying higher rates of duty on the products of country A than on the same 
products from all other sources (thus violating the most-favored-nation rule 
Since most of the GATT contracting parties have devalued their currencies since 
GATT came into force, and since these devaluations have varied widely i: 
amounts, a breach of the most-favored-nation principle under Senator Millikin’s 
construction of article II, paragraph 6 (a), would by now have resulted in a 
wide multiplicity of United States specific duties depending on the precise degree 
of devaluation by each supplying country from the par value effective at the 
inception of GATT. 

When a country devalues its currency, prices of its imports normally tend to 
rise in terms of its currency. Thus, duties which that country levies on an ad 
valorem basis would automatically rise in terms of its currency. It would ther: 
fore appear perfectly reasonable to provide in GATT that such a country be 
permitted similarly to adjust its specific rates of duty upward in the event of 
devaluation. 

When a country devalues its currency, its products normally tend to become 
cheaper in terms of the currencies of importing countries which maintain thei: 
par values. Specific duties levied by an importing country on these products do 
not change in terms of the importing country’s currency when the import be- 
comes cheaper. Their ad valorem incidence may, in fact, increase. On the 
other hand, ad valorem duties would automatically go down as the prod 
ucts become cheaper. Yet article II, paragraph 6 (a), unambiguously permits 
adjustments only in specific duties, not in ad valorem duties. Senator Millikin’s 
construction would lead to the anomalous result that an importaing country 
might raise its specific duties (which are either unaffected or increased in inci 
dence by any cheapening of imports resulting from a devaluation) but might not 
raise its ad valorem duties (which automatically fall with any cheapening of th 
imported products). 

Finally, it should be noted that a note to the schedule of Greek tariff conces 
sions added to GATT by the Annecy Protocol makes special detailed provision fo 
specific duty adjustments in the Greek tariff schedule to take account of tl 
fluctuating rate for the Greek drachma, and relates this special provision t 
article II, paragraph 6 (a), in such a way as to indicate clearly that article I 
paragraph 6 (a), was understood to deal with duty adjustments by the country 
adevaiuing. 


Senator Minirkin. Will you give us the gist of it now? 

Mr. Brown. Yes, sir. The gist of it is that the paragraph referred 
to gives the right of adjustment to the devaluing country. The memo- 
randum explains how that interpretation arises from the text of the 
paragraph and its relationship to other paragraphs in the agreement. 





Ser 
much 
Mr 
Th 
Mr 
origi 
Th 
Sei 
parag 
Mr 
plana 
ean d 
Sei 
enlig! 
Mr 
articl 
Ser 
Mr 
being 
rathe 
be m: 
appli 
could 
and t 
natio 
vis-i- 
to vie 
Sin 
cases 
agree 
aT | 
that 
where 
the fi 
had r 
illust 
Ser 
ex bic 
Mr 
Ser 
sensil 
Mr 
of the 
Sei 
trom 
on th 
that ° 
two * 
“wids 
corre 
Mr 
inere; 
Ser 
“wid 


TRADE AGREEMENTS EXTENSION ACT OF 1951 1279 


Senator Minzixr. Can you demonstrate that without taking too 
much time? 

Mr. Brown. Yes, sir; I could. 

The Cuatrman. Are these two statements or one? 

Mr. Brown. There are two copies of the same, Senator George. The 
original I have given to the stenographer. 

The Cuarrman. Yes. 

Senator Mitiix1n. You also will cover before you finish the other 
paragraph ? 

Mr. Brown. As far as that is concerned, Senator, I think the ex- 
planation I gave before with respect to article II (3) is as good as I 
can do. 

Senator Mriunrixry. Your lawyers did not give you any further 
enlightenment ¢ 

Mr. Brown. No,sir. I think the basic reason is that the language of 
article II (6) (a) is ambiguous. 

Senator Minirkin. Speaking now of 6 (a) or the other one? 

Mr. Brown. 6 (a). If it were interpreted in any other way than 
being confined to action by the devaluing country, it would lead to 
rather absurd results. For example, it provides that adjustments may 
be made in specific rates in the case of a devaluation. Now if that 
applied to a nondevaluing country, it would mean that that country 
could raise its specific rates in case of devaluation by another country, 
and then it would be in the position where under ‘the most-favored- 
nation clause of the agreement it would either have to raise its rates 
vis--vis other countries which had not devalued, or it would have 
to violate the most-favored-nation clause. 

Similarly, section 6 (a) says that specific duties can be adjusted in 
cases where the par value is reduced consistently with the “Articles of 
agreement of the fund.” 

If this section applied to nondevaluing countries, it would mean 
that they could take compensatory or retali: atory action in a case 
where the devaluing country had complied with its obligations a 
the fund, but could not do so in a case where the devaluing country 
had not complied with its obligations under the fund. I think those 
illustrate the kind of results that would follow. 

Senator Minz1kin. You do not contend that the language of 6 (a) 
explicitly supports your — ation ¢ 

Mr. Brown. I would agree, Senator, that the language is ambiguous. 

Senator Miuurkrs. And you are giving what you consider to be a 
sensible interpretation of it ? 

Mr. Brown. Yes, sir; and also what I know to be the interpretation 
of the parties in the course of the negotiation of the paragr aph. 

Senator Minurkr. If an American importer imports “widgets” 
from X country, and $1 will buy one “widget,” and the specifie duty 
on that “widget” is 10 cents, if the foreign country from which we buy 
that “widget” devalues its currency one- -half, of course, you could buy 
two “widgets” for $1 and you would pay 20 cents duty on the two 
“widgets,” if they had a 10-cent specific duty on a “widget.” Is that 
correct ¢ 

Mr. Brown. That is correct. In other words, the duty would have 
increased, which is another reason 

Senator Miniixin. The duty would have increased on iwo 
“widgets.” 
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Mr. Brown. No; the ad valorem equivalent of the specific duty 
would increase. 

Senator Miniikrn. Let’s talk about the specifie duty and not convert 
the specific duty into ad valorem. If you convert your specific duty 
into ad valorem, you have the conventional effect which we have been 
talking about so much here. 

Mr. Brown. Yes, sir. 

Senator Miiirkiy. I am just speaking of specific duty. If the for- 
eign country from which our importer buys a “widget” for $1 prior 
to devaluation, if that foreign country devalues so that its currency 
is only worth half as much in terms of dollars, of course, you get two 

“widgets” for $1, and you pay instead of that 10 cents specific duty on 
one “widget.” 10 cents specific duty on two “widgets,” or 20 cents; is 
that correct ? 

Mr. Brown. That is correct. 

Senator Mitim«rn. And exactly the reverse is true so far as our 
exports to that foreign country is concerned ¢ 

Mr. Brown. That is correct. 

Senator Mitirkrn. If oure xporter exports “widgets,” and formerly 
the foreign purchaser had to rustle $2 to buy one of  those-— 

Mr. Brown. One dollar. 

Senator MinurKkin. Sir? 

Mr. Brown. One dollar in your example. 

Senator Minzikin. Yes; pardon me. Thank you. [Pause.] Had 
to rustle $1 to buy one of those “widgets,” if that foreign country 
devalued its currency by half, he now has to rustle $2 to buy one 

“widget.” and if he has a specific duty over there—let’s assume it was 
10 cents—he continues to pay 10 cents, but he has to rustle twice as 
many dollars to buy the “widget” as he did before. Is that correct ? 

Mr. Brown. That is entirely correct. 

Could I make one other comment, and then I think I have completed 
all pending matters / 

The CHatrman. Yes, sir. 

Mr. Brown. Senator Millikin asked me what right the OEEC and 
the UN had to be at the Torquay conference, and whether specific 
proposals were made by the OEEC or to the OEEC by the contract 
ing parties. He suggested that they were there by invitation. That 
is the correct answer—the *y were there by invitation, and there were 
no specific proposals made. 

Senator Mitzi. Is it not also true, Mr. Brown, that OEEC in 
relation to GATT has what might be called a permanent liaison be- 
tween the two organizations ? 

Mr. Brown. I do not know of any permanent liaison, Senator. I 
know that there is frequent consultation, as is evidenced by the pres- 
ence of the OEEC observer by invitation at the fifth session. 

Senator Mintzixrn. But in the informal conferences between formal 
sessions are there not frequent consultations of the type that you men- 
tion between representatives of OEEC and representatives of GATT? 

Mr. Brown. Members of the Secretariat have frequently consulted; 
ves, SIP. 

Senator Mitiikin. Have you finished ? 

Mr. Brown. Yes, sir. 
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Senator Mitzrkixn. On December 5, 1924, by an exchange of notes 
the United States entered into an executive agreement with Czecho- 
slovakia calling for reciprocal most favored nation treatment. Is 
that agreement stiil in force / 

Mr. Brown. I think not, Senator, but I will have to check for you. 

Senator Mitirkin, Will you check for us and let us know / 

Mr. Brown. Yes, sir. 1 suspect it was superseded by the trade 
agreement of 1938, which was later terminated. 

Senator Minurkin. And you will find out about it / 

Mr. Brown. Yes. 

(The following information was subsequently supplied for the 
record :) 

The executive agreement providing for reciprocal most-favored-nation treat- 
ment between the United States of America and the Czechoslovak Republic, 
effected by exchange of notes signed on October 29, 1925, as prolonged by the 
agreement signed December 5, 1024, and as amended by the agreement signed 
on March 29, 1935, is no longer in force. It was supplanted by the trade agree- 
ment negotiated between the two countries which became effective on April 16, 

$38, and which was later terminated. 

Senator Mriiuiktn. I have before me a list of changes in par values 
of exchange rates on which the Monetary Fund was consulted by its 
members. I notice in connection with the British devaluation almost 
20 other devaluations or changes that occurred in connection with that 
British devaluation. For example, 1 see—I am identifying them all 
as occurring in September of the year 1949—United Kingdom, British 
Honduras, Australia, Union of South Africa, Norway, India, Den- 
mark, Egypt, Canada, Iceland, Netherlands, Greece, Finland, Bel- 
gium, France, Iraq, Luxemburg. Then there are some other changes 
later in that vear, but Iam just taking those that occurred in September 
after the British devaluation. 

Now let me ask you specifically: Have we made any changes in our 
concessions to any of the countries that I have mentioned—and I will 
read them rapidly to refresh your memory—following that devalua- 
tion? United Kingdom, Australia, Union of South Africa, Norw: ay, 
India, Denmark, Egypt, Canada, Iceland, Netherlands, Greece, Fin- 
land, Belgium, France, Iraq. And perhaps as a preface to that ques- 
tion, let me run through and you tell us with which of these countries 
we have reciprocal trade agreements. 

United Kingdom ? 

Mr. Brown. Yes, sir. 

Senator Miturkin. Australia ? 

Mr. Brown. Yes, sir. They are both parties to GATT. 

Senator Mintikin. Union of South Africa ? 

Mr. Brown. A party to GATT. 

Senator Mintiikix. Norway? 

Mr. Brown. The same. 

Senator Mitiikin. India? 

Mr. Brown. The same. 

Senator Minnikixn. Denmark? 

Mr. Brown. The same. 

Senator Miniikin. Egypt? 

Mr. Brown. No agreement, sit 

Senator Minturn. Canada? 

Mr. Brown. A party tothe GATT. 
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Senator MiirKti. Iceland? 

Mr. Brown. We have a trade agreement. 

Senator Mitirk1n. Netherlands? 

Mr. Brown. A party to the GATT. 

Senator Mrizirqr. Greece ¢ 

Mr. Brown. A party to the GATT. 

Senator MiiziKxi. Finland ? 

Mr. Brown. We have a trade agreement. 

Senator Mitiixr. Belgium ? 

Mr. Brown. A party to the GATT. 

Senator Mitirqin. France? 

Mr. Brown. A party to the GATT. 

Senator Minirkin. Iraq? 

Mr. Brown. No agreement. 

Senator Mitirk1n. Belgium ? 

Mr. Brown. A party to the GATT. 

Senator Muuikin. Luxemburg ? 

Mr. Brown. Also a part to the GATT. 

Senator MILLIKrn. Son let me ask you: Following these devalu- 
ations—— 

Mr. Brown. Senator, 1] was wrong. Finland isa party tothe GATT. 

Senator Mitirkin. Yes. 

Following those devaluations, did we attempt to, or did we secure 
any changes in our concessions to those countries or any of our con- 
cessions to any country ¢ 

Mr. Brown. We terminated the agreement with Mexico subsequent 
to the devaluation, but there was no relation. 

Senator Mitirkin. That was independent of that devaluation, was 
it not? 

Mr. Brown. The answer to your question is that we did not make 
any changes because of the devaluation. 

Senator Mitiikin. We did not ask for any because of the devalua- 
tion ¢ 

Mr. Brown. No, sir. 

Senator Mintikin. From any of those countries? 

Mr. Brown. No, sir. I have given the reasons why in my previous 
testimony. 

Senator Minin. Yes. 

What is the relationship of the European Payments Union to the 
GATT? 

Mr. Brown. No formal relationship. 

Senator Mituiin. As a matter of practice is there consultation 
between them ? 

Mr. Brown. Not to my knowledge. 

Senator Mitzikrn. 1 think our status in the European Payments 
Union is that of observer. Do we exert any pressures there in connec 
tion with our role as an observer nation, or whatever our role may 
be, to shape in any way any of the subject matter of GATT? 

Mr. Brown. Some of the provisions in the EPU deal with the use 
of quotas—approaching it from the point of view of the particular 
purposes sought to be achieved in EPU. The subject of quotas is also 
covered in some of the provisions of the GATT. So that in that sense 
the two agreements deal to a certain extent with the same subject 
matter. 
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As far as our role in the EPU is concerned, I am afraid I would 
have to get someone from ECA to answer that more definitely than 
[ can. I do not follow that and I am not familiar with it. 

Senator Miuurkrn. Is there a practical liaison between the EPU 
and GATT and/or ECA? 

Mr. Brown. Well, as I understand it, the EPU is a part of the 
OEEC 

Senator Kerr. Say that again. 

Mr. Brown. The EPU is part of the Organization for European 
Economic Cooperation. 

Senator Kerr. I wonder if you would eliminate the alphabetical 
symbol. 

Mr. Brown. The EPU is the European Payments Union. The 
OEEC is the Organization for European Economic Cooperation. 
That was set up in connection with the Marshall plan at the very 
beginning as the cooperative organization of the European countries 
in working in the recovery program. 

Now the European Payments Union is a separate agreement, I think 
between the same countries, dealing with establishing a method of 
clearing trade balance, which has made it possible for countries to 
eliminate a considerable number of the quotas which they had previ- 
ously imposed on their private trade with each other. 

That statement is necessarily general, Mr. Chairman, because I 
have not, as I have said, followed that and am not familiar in any 
detail with the operation of the European Payments Union. It is a 
highly complicated matter. 

Senator MiaiKr. In the main, that effect which you have just 
described applies to the Benelux countries, does it not? 

Mr. Brown. Oh, yes. 

Senator Kerr. May I ask a question there? 

The Cuarmman. Yes, Senator Kerr. 

Senator Kerr. We are not a party to either agreement ? 

Mr. Brown. No, sir. 

(Mr. Brown later submitted the following :) 





The United States is not a signatory to the Convention for European Economie 
Cooperation, and is not a member of the Organization for European Economic 
Cooperation (OEEC) established by that convention. This Government has, 
however, through the Office of the United States’ Special Representative in 
Europe, maintained a close connection with the work of the OREC. This has 
been accomplished on a continuing basis through the presence of United States 
observers at meetings of many of the OEEC committees and of the OEEC Council 
at ministerial level. 

In June 1950, the council of the OKEC officially invited the United States and 
Canada to associate themselves informally with the work of that organization. 
The acceptance of the invitation, and the designation of Ambassador Katz, the 
United States special representative in Europe, to represent the United States 
in this association have led to fuller United States participation in the work of 
the OEEC and its various committees. 

The United States is not a signatory of the agreement establishing the Euro- 
pean Payments Union (EPU), and therefore not a member of the EPU. The 
United States, however, makes certain funds available for use in support of the 
operations of the EPU. A representative of this Government participates in the 
discussions of the EPU managing board, and as described above, the United 
States also has a close working relationship with the OEEC, under whose 
authority the EPU is operated. 
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Senator Kerr. And would you say that any relationship between 
either of those organizations and the GATT would be purely co- 
incidental ¢ 

Mr. Brown. There is no organic relationship or legal relationship 
of any kind between the two. 

Senator Kerr. Or between either and GATT ? 

Mr. Brown. I mean between OEEC or EPU and GATT. 

Senator Kerr. Yes. 

Mr. Brown. The OEEC and EPU are closely related. 

Senator Kerr. Yes. 

Mr. Brown. But, as I understand, since both the GATT and the 
EPU and OEEC are all interested in this problem of lberalizing 
trade, there are obviously common discussions of those problems from 
time totime. That is a very informal operation. 

Senator Mittin. I would suggest, Mr. Brown, it is more than in 
formal so far as the European economic—what do you call it? QEEC? 
What is it? 

The Cuarman. OEEC. 

Senator Miuuikin. So far as OEEC and GATT are concerned, | 
suggested a while ago that there is an almost continuous, if not com- 
pletely continuous, formal or informal liaison between the two. Is 
that correct or incorrect 4 

Mr. Brown. I say there have been frequent consultations between 
members of the Secretariat that have serviced the GATT and mem- 
bers of the staff of the OEEC. 

Senator Minturn. I think you have said in effect, have you not, 
that OEEC derives its potency out of the assistance that it gets via 
the Marshall plan; is that correct ? 

Mr. Brown. I did not say just that. 

Senator MILLIKIN. Put it in your own words. 

Mr. Brown. The OEEC was formed by the European countries 
at the very beginning after Secretary Marshall’s speech, and it has 
been the organization in Europe which has dealt with the Marshall 
plan and has coordinated the recovery plans of the different European 
countries. 

Senator Mituikin. Yes. Well, without the Marshall plan there 
would not be any OEEC. 

Mr. Brown, That is correct. 

Senator Miturkiy. Since we are interested in the Marshall plan, I 
assume that our interest extends to QOEEC;; is that correct ? 

Mr. Brown. Oh, we are very much interested in the OEEC. We 
participate as an observer. 

Senator Miturkrn, Yes. 

Mr. Brown. And are active in working with the OEEC countries. 

Senator Mitiikrs. And since we have supplied the basic credit on 
which the Payments Union operates, we are interested in the Pay- 
ments Union; are we not? 

Mr. Brown. That is correct, sir. 

Senator Mitirkin, And we watch its operations closely ; do we not ? 

Mr. Brown. Yes, sir. 

Senator Mrm1ix1n. And we try to shape them as best we can in 
accordance with our own policies; do we not ? 

Mr. Brown. Yes, sir. 
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Senator Mrmuuir«rn. And the same is true as to OKEC: is that not 


correct ¢ 

Mr. Brown. That is correct. 

Senator Mittixin. Now, does not the Payments Union 
itself in the question of removing quantitative restrictions? 

Mr. Brown. Yes, sir. 

Senator Mitiurki1. And what showings has it made on that 
toGATT? 

Mr. Brown. None on that subject. 

Senator MitaaKrn. None on that subject ? 

Mr. Brown. No. 


interest 


sul ject 


Senator Mriuuikin. What showings has it made on any subject to 


GATT? 
Mr. Brown. I do not know. What has happened is that the 


quotas imposed by the European countries on their trade with each 


other. 


» OEEC 
has been concerned with the question in the EPU of reducing trade 
barriers in Europe. One of the ways in which that has been done 
has been through this clearing arrangement and the reduction of 


Another factor in the picture, of course, another type of trade bar- 
rier, is the tariff. Negotiations with respect to tariff changes have 
been conducted within the framework of the GATT, as most of the 
parties to the OEEC are parties to the GATT. And, of course, each 
is interested since both are striving to reduce trade barriers, being a 


common interest in that problem. 


The OEEC has been discussing, worrying about, the question of 
tariffs in Europe. There is some feeling on the part of a number of 
countries that they have low tariffs and some of the other European 
countries have very high tariffs, and that this is a definite obstacle 
to European trade and to achieving the objective of trade liberaliza- 


tion of the EPU. Therefore, it is very much hoped that the 


‘Torquay 


conference would result in an improvement in that situation so that 
the work of getting down the general trade barriers in Europe could 


be put forward. In that sense there is a common interest in the two 


groups. 
Senator Minuikixn. Now, translating the common interest 


tion, let me ask you again: What has either the EPU or the OEEC 


into ac- 


requested formally or informally of GATT in aid of achieving these 


common objectives / 


Mr. Brown. EPU has requested nothing, and I do not know of any 
formal request or informal request by the OKEC. But there has been 
a special effort within the framework of the GATT by the European 
countries to see if in their negotiations with each other they could 


make progress in solving this high tariff-low tariff problem in 


Europe. 


Now that problem would have existed whether or not there was an 


OEEC. It is there—something which is of great concern to those 


countries. 
Now OEEC, as I said, has been very much interested in tha 
is one of the reasons why they were invited to come to the 


among the European countries, then the general program of 
down trade barriers in Europe will have been advanced. 
In that sense there is, as I say, a common interest. 


t. That 


meeting. 
And if there is a successful outcome in improving this tariff satecenoen 


etting 
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Senator Murr. Admitting the common interest again, you do 
not recall of any formal or informal approaches of the European 
Payments Union or of OEEC to GATT in connection with the prob 
lems that have arisen ¢ 

Mr. Brown. There is a resolution of the Council of the OEEC 
which says—I have forgotten exactly what it says, but the sense of it 
is that the OEEC feels the question of the high- low tariff problen, 
within Europe is one that should be carried on in the regular tarifi 
negotiation process at. Torquay, and that the results of that will have 
a bei uring on what OEEC does, and what more can be done in quota 
removal ‘by the OEEC and the EPU. 

Senator Minuixrin. The countries that have been working among 
themselves for reduction of quantitative restrictions have been work 
ing as such countries and not under the direction of GATT; is that not 
correct ? 

Mr. Brown. I beg your pardon? 

Senator MinirKr. “Those countries which you have described as 
working there to reduce quantitative restrictions have been working 
as such countries as distinguished from working under the direction of 
GATT? 

Mr. Brown. That is correct, sir. 

Senator Mitui«1n. That is correct ? 

Mr. Brown. Yes. 

Senator Mizzixin. Did I understand you to say awhile ago that, 
roughly speaking, GATT has been concerning itself with rates of duty, 
whereas the activities of these other agencies have been concerning 
themselves with trying to get quantitative restrictions reduced ¢ 

Mr. Brown. I said that the GATT, of course, has provisions in it 
with respect to quantitative restrictions, and the EPU agreement also 
does. The primary purpose of the EPU agreement, as I understand 
it, was to make possible the reduction of quotas on intra-European 
trade, and that is the objective of that agreement. 

Senator Minuikin. Is the answer “yes” to my question, where | 
think I am taking the clue from you, that GATT has concerned itself 
primarily with rates, whereas these other organizations have con- 
cerned themselves primarily with the reduction of quantitative 
restrictions ¢ 

Mr. Brown. I think that is a fair statement; yes. 

Senator Minzixix. GATT under its provisions, as you indicated 
awhile ago, contemplates reduction of restrictions as well as estab 
lishment of rates; does it not ¢ 

Mr. Brown. Yes, sir. 

Senator Muzzixry. Do you not think we are getting quite a few 
organizations working on this problem ? 

Mr. Brown. There are two. 

Senator Mitiix1y. What is this working party that is meeting now 
or is about to meet? Does that strike a gong in your mind? 

Mr. Brown. There is a working party ‘that is about to meet. The 
purpose of that is to see if ways can be devised of working out a 
further reduction of the discrepancy between the high and low 

tariffs in Europe; and that was a subject to which the European 
countries who have been at Torquay have given a good deal of atten 
tion and have not made as much progress as they would like to make, 
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and so they are trying within the framework of the GATT to work 
out some means of going further in that process. 

Senator Minurkix. Who makes up that working party ? 

Mr. Brown. I would expect, Senator, that it would be the countries 
which are members of the OEEC and also of the GATT, but I do not 
know. 

Senator Mintrkry. You do not know ? 

Mr. Brown. No, sir; but I am pretty sure that would be the com- 
position. 

Senator Miniikin. Would you find out and let us know? 

Mr. Brown. Yes, sir. 

(Mr. Brown later submitted the following :) 

The countries represented on this working party are Australia, Belgium, Brazil, 
Canada, Cuba, Denmark, France, India, Italy, the Netherlands, the Union of 
South Africa, Sweden, the United Kingdom, and the United States. 

Senator Mittin. And the purpose of that working party is to 
do what ? 

Mr. Brown. To make suggestions, work out procedures as to how 
the European countries can go further in this process of reducing this 
high tariff-low tariff discrepancy which has caused them so much 
concern. 

Senator Minrurkrn. GATT has not acted on that itself as such? 

Mr. Brown. GATT does not act on tariff rates itself as such. The 
parties to the GATT negotiate their own tariff rates with each other. 

Senator Minxiixin. That is entirely true there, Mr. Brown. I 
think we are all well educated in that. But GATT has a very pro- 
found supereffect on everything that is done in connection with those 
rates which are thus negotiated ; is that not correct ? 

Mr. Brown. I think I will stand on my statement, sir. 

Senator Minirkrn. Let’s see what my question was. Read the 
question and answer, please, Mr. Reporter. 

(The record was read by the reporter as follows :) 

Senator MILLIKIN. GATT has not acted on that itself as such? 

Mr. Brown. GATT does not act on tariff rates itself as such. The parties to 
the GATT negotiate their own tariff rates with each other. 

Senator Mituikrn. I did not ask you whether GATT had acted 
on any specific thing. I was trying to drive to the question of 
whether GATT had taken action in the field that is to be occupied 

by this working party. That was the purpose of my question. 

Mr. Brown. The answer is that the various parties who are mem- 
bers of the OEEC and who are concerned with this problem have, 
during the course of the Torquay negotiations, tried to work out ways 
of handling their negotiations to deal with this problem, and they 
feel that that work is not completed and it needs to be continued. 

Senator Miziixin. Well, has GATT formally as such attempted 
to work out the problem which has now been delegated to the working 
party ? 

Mr. Brown. There has been no such action by the contracting 
parties as such, other than the approval of the formation of this 
working party. 

Senator Minin. Now, do you have any idea what the role of 
the proposed point 4 program will be in the matter of tariffs and 
trade? 
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I am not talking about rates; I am talking about the whole subject 
of tariffs and trade. 

Mr. Brown. I am sorry, Senator, if Lam stupid. Could you clarify 
that a little bit? 

Senator Minuikry. You are not stupid; it is a very broad question. 

Mr. Brown. You mean by the proposed point 4 program ¢ 

Senator Miuikry. There is a lot of rumor around here, which | 
hate to hear, that you are going to leave your present position and 
identify yourself with the new point 4 program. So the thought flits 
through my mind that perhaps it must have some tariff or trade 
significance, and I was trying to find out without asking you a pet 
sonal question. 

Mr. Brown. Well, sir, the fact is that I am going to be changing 
my work in the Department to deal directly and exclusively with the 
problem of these raw material shortages which are plaguing us all 
so much, and this testimony here, I am afraid, will be my last ap- 
pearance before this committee on this subject. 

Senator Mizuki. That is unfortunate because then this commit- 
tee will be in a state of complete darkness. 

Mr. Brown. Well, sir, 1 shall regret it very much, too, because, 
although the committee makes me work ver y hard, I have very much 
appreciated the way in which the committee has treated me. 

Senator Mittin. When we cannot get information from you, Mr. 
Brown, some of us have recourse to the New York Times. 

I am now reading from the New York Times, and I will ask you to 
state whether what it says is correct. I am reading from an article 
by Michael L. Hoffman, in the Times issue of March 30, 1951. It 
says: 

The contracting parties to the General Agreement on Tariffs and Trade con 
vened in a special session here today. 

Is that correct? 

Mr. Brown. I do not know, sir. 

Senator Mitzixin. Going on— 

The main purpose of the meeting, which will practically mark the end of the 
7-month-old World Tariff Conference, the third since 1947, is to try to find a solu 
tion to the problem created for the Western European economy by the large 
discrepancies between the tariffs of two groups of countries. 

You told us that a while ago; did you not? 

Mr. Brown. Yes, sir. 

Senator Minuikry. That is correct. Is that the main purpose of the 
meeting ¢ 

Mr. Brown. T have not seen the article, but as you read it, it sounds 
to me that it refers to the meeting to decide whether or not this work- 
ing party will be set up. I think the decision will be to set it up. 

Senator Mitui«rn. In any event, there has been a problem of the 
type referred to in that paragraph, for I assume that refers to the 
same thing generally you were referring to a while ago. 

Mr. Brown. T have described the problem accurately, sir. 

Senator Minnikiy. Would you mind describing it again accurately 
so that we can have it in immediate context with that paragraph? I 
hate to put these burdens on you, Mr. Brown. 

Mr. Brown. Well, sir, I explained it has been a problem for the 
Western European countries for some time; that some of them have 
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what they consider to be very low tariffs, and that others have what 
they con sider to be ver y high tariffs. 

Senator Minnikin. You say that is the same problem described 
the paragraph that I read ¢ 

Mr. Brown. I think that is the problem described. 
Senator MiILuiKin. So let’s get on to the next paragraph. | Read- 
ing :| 

On the one hand are Norway, Sweden, Denmark, the Netherlands, Belgium, 
and Luxemburg with low tariffs, and on the other are France, Italy, and Britain, 
with Comparatively high duties on imports. It is not yet clear where Western 


Germany will fall in this grouping, but it is more likely to be near the 


low group 
than in the other camp. 


What do you say about that ? 


Mr. Brown. I think that is substantially correct. 

Senator Minnikin (continuing) : 

For many months the low-tariff countries have been complaining that they are 
getting an unfair deal as a result of the removal of quantitative import controls 
under the agreements among Marshall plan countries. As controls are removed, 


their markets become opened to competition from other European countries, 
while in the market 


there is a misspelling here. I think it should be 


of the high tariff group their own export products face heavy 


and often insur- 
mountable impost duties. 


Would you say that is a fair statement ? 
Mr. Brown. I would say, as I said before, that the low-tariff coun- 
tries are very much concerned, and they do not like the high tariffs of 


their high-tariff colleagues in Europe. 
Senator Mitiikin. Would you say that is a fair statement ? 
Mr. Brown. I think substantially so; yes. 
Senator MiLLrkin (reading) : 


This problem has been discussed in the Organization for European Economie 
Cooperation in Paris without any positive result. It had been discussed pre- 
viously by the contracting parties. Until the tariff bargaining that has been 
going on here all winter neared completion, it was not possible for the contract- 
ing parties to do much about the European problem. 

What do you have to say about that ? 

Mr. Brown. I would say that is inaccurate in the implication it 
gives that the contracting parties, in capital letters, as a group have 
been dealing with this problem. It is correct in the sense that the 
European countries who are parties to the GATT, and who have 
been in the negotiations, have been striving for some time to find a 
solution to the problem within their negotiating procedure. 

Senator Miniikin. So that the Org ranization for European Eco- 
nomic Cooperation labored in vain over; is that correct ? 

Mr. Brown. I think they made some » studies sometime ago which 
did not get very far. 

Senator Kerr. I did not understand that. 

Mr. Brown. I think they made some studies of the problem some 
months ago which did not get very far. Iam not familiar with the 
detail of it. 

Senator Minuikin. Would you say, practically speaking, they have 
the leadership 1 ' the matter, whatever has been the result ? 

Mr. Brown. I do not think any organization has had the leadership 
in the matter. I think the leadership in the matter has come from 
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the low-tariff countries, who have been striving to find some way o{ 
getting the high-tariff countries to lower their tariffs. 

Senator Miner. Assuming that is true, they have stimulatt 
the OEEC to try to do something about it; is that correct ? 

Mr. Brown. Yes, sir. 

Senator Muaurkin. And I think from your explanation it is true 
GATT has not done anything about it; is that correct ? 

Mr. Brown. That is correct. 

Senator Mi.rKIn (reading) : 

It now appears that the concessions made by the high-tariff countries in t! 
round of negotiations have not been substantial enough to soothe the irritatio 
of the low-tariff group. This is not yet certain, but it is probable enough f 
the contracting parties to operate on that assumption. The contracting parties 
as a body are a kind of combination executive board and Supreme Court for thi 
governments linked together in the system of trade accords Known as 
General Agreement. 


What do you have to say about that, with particular reference to 
that part of the paragraph which reads: 


It now appears that me concessions made by the high-tariff countries in th 
round of negotiations have not been substantial enough to soothe the irritat 
of the low-tariff group. 

Mr. Brown. I can honestly say I do not know the answer to that 
question, but I think it is probably correct. 

Senator Mitnikin. I think we ought to call Mr. Hoffman also, Mr. 
Chairman. He seems to get the correct information. [Reading:] 

Neither that code nor any international body can force France, Britain, or 
Italy to lower tariffs. There are two things they can do, on of which, soone 
or later, they must do. This is to decide what is the proper form (one that 
will be internationally recognized) for the settling of any kind of solution to 
the tariff discrepancy problem, 

Have you any comment on that, Mr. Brown ? 

Mr. Brown. No, sir. 

Senator Mitxi«cin. (reading) : 

The second thing the General Accounting group can do is to grant the Western 
European countries permission to carry out any arrangements they may axre 
upon. They are likely to need such permission because the agreement to whic! 
they all adhere restricts their legal right to enter upon special trade relations 
among themselves that would affect non-European members. 

Do you agree with that, Mr. Brown ? 

Mr. Brown. Yes, sir; it.is correct that under the application of the 
provisions of GATT the European countries could not establish a pre- 
ferential tariff system because that would mean giving preferences to 
each other which would not be extended to us and to . Canada and to 
other countries in the world. 

Senator Minin. They would really have to bring the whole pro!) 
lem to GATT, would they not? 

Mr. Brown. Yes, sir. If, for example, they proposed a European 
customs union—— 

Senator Kerr. If what? 

Mr. Brown. If, for example, they should try to work out a Euro- 
pean customs union, that would come under the customs union article 
of the GATT. But they could not give preferential tariff treatment 
without violating the GATT. 

Senator Mrrurkr1n. And they have not given each other any kind 
of preferential treatment ? 
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Mr. Brown. Tariff treatment; no, sir. 

Senator Mmurxin. (reading) : 

There is a general feeling here that if the contracting parties can act on 
the first of these problems without a serious split they will be able to handle 
he second. 

Well I will not ask you to comment on that because that is trying to 
analyze the general feeling. 

Mr. Brown. Thank you, sir. 

Senator Minin. (reading) 

Johan Melander, head of the commercial policy department of the Norwegian 
Foreign Office, today was elected chairman of the contracting parties for the 
ensuing year, succeeding L. Dana Wilgress, Canadian High Commissioner in Lon- 
don, who had served two terms as chairman. 

May we accept that as correct? You gave us the name of the 
chairman. 

Mr. Brown. I do not know, sir, but I hope so. I would have voted 
for him if I had been there. 

Senator Mitiikin. You do not know? 

Mr. Brown. I can check that for you, but I think it is probably 
correct. 

Senator Miurrkin. I think it would be worth drop ping a line be- 
cause I think we should know who the officers of this organization are. 

Mr. Brown. We will have a cable in on that, I am sure. 

May I put it this way, Senator: If I do not correct it in the record by 
tomorrow, that will be correct. 

Senator Miri. All right. 

Now we have another article from the New York Times of March 
}1, by Michael L. Hoffman: 

TorQuUAY, ENGLAND, March 30.—Negotiations between Britain and the United 
States for a new long-term trade agreement have broken down. Unless there 
should be some fundamental change in the position of the United Kingdom Gov- 
ernment during the next few days, there will be no United Kingdom-United States 
tariff accord among the 150 or so such agreements to be signed at the close of the 
Torquay trade conference. 

Do you mind commenting on that, Mr. Brown ? 

Mr. Brown. The results of this conference are not yet definitely 
fixed, and we cannot make them public until the 9th of May. 

Senator Miriikin. Would you say that Mr. Hoffman is accurate 
when he says, “Negotiations between Britain and the United States 
for a new long-term trade agreement have broken down” ? 

Mr. Brown. I think I would rather not comment on that, si 

Senator Mitiikin. If you do not like the words “broken down,” 
give us your own substitute. 

Mr. Brown. Let me put it this way: I cannot say because the thing 
has not yet been finally determined, and I cannot say exactly what 
happens until we can make it all public. That is our agreement with 
everyone. 

Senator Minirin. You would say the situation is not one of 
ebullient health at this moment, would you not? 

Mr. Brown. I can say we are not very optimistic about this par- 
ticular negotiation. 

Senator Mrrr«in. Thank you. 

I notice a reference to “150 or so such agreements.” Does this 
bargaining result in 150 agreements? 
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Mr. Brown. Mr. Hoffman is inaccurate again. 

Senator Minurxin. Do not say inaccurate again; he has been preti 
accurate. What is the number? 

Mr. Brown. I do not know, sir, but it is somewhere in that genera] 
neighborhood in terms of the bilateral discussions which have taken 
place, which we have been describing, into the building of this agree- 
ment, but one agreement comes out. 

Senator Minuikinx. You not only divide people thereby half, but 
t! ose there have sometimes a series ot agreements W ith others ? 

Mr. Brown. That is correct. 

Senator Minurkin. And the whole thing multiplies. Could you 

us some idea of how many of those bilateral agreements might 
nitialed / 

Brown. They are bilateral negotiations, Senator, the result 
hich come into a multilateral agreement. I think this figure of 
is within 10 to 20 either way probably correct. It could hav 
about four or five hundred. 

rv Miniikry. Continuing to quote: 
political as well as eto- 
of disharmony between thi 
monwealth and the United States, although 
I liorated by the fact that the Commonwealth 
‘ourse, the United States, will all remain signatories of the 
ri ment on Tariffs and Trade. They will thus be bound in principle 
vy further for new bilateral tariff-reducing agreements at some future date. 


us 


Have you anything to say on that! 
Mr. Brown. I have nothing to say about those comments about the 
consequences and this matter of describing this as disharmony. We 


always have gone into these negotiations on the basis of trying to work 


ng on a mutually satisfactory basis just as individuals 

try to make an agreement: and if we do not succeed, I do net think 

is necessarily embarrassing evidence of disharmony. I would not 
hat kind of comment. 
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Mr. Brown. In the second place, we are not negotiating with any 
of those countries on the products in which Britain is principally 
interested. 

Senator Tarr. What are those products / 

Mr. Brown. The products which Britain is the main exporter to 
this country are such products as whisky and textiles and bone 
china, cutlery, leather goods. 

Senator Tarr. Is ther ‘re any tariff on whisky to speak of 

Mr. Brown. Yes, si 

Senator Tarr. Not aicinanel to the tax, however ? 

Mr. Brown. No, sir. 

Senator Minurkrn. Are you finished ? 

Senator Tarr. Yes. 

Senator Kerr. Is imported liquor not subject to tax? 

Mr. Brown. As a matter of fact, it pays somewhat higher taxes 
than domestic liquor does. 

Senator Kerr. That is in addition to import duty ? 

Mr. Brown. Yes, sir. Continuing to answer your question, Sena- 
tor Taft, the British are negoti: eg with other countries there as 
well as with us, and we, under the most-favored-nation clause, will 
get the benefit of any ae which they make to the other 
countries. 

Senator Brewster. Is not it chiefly the problem of imperial pref- 
erence ¢ 

Mr. Brown. That is always a difficulty in negotiating with the 
British, Senator Brewster. 

Senator Mitnikryn. Does the witness recall that a State Depart- 
ment representative one time stated at hearings on this or related 
subjects that unless we solve the problem of British preferences we 
have nothing left—in effect ? 

Mr. Brown. I doubt if he said exactly that. 

Senator Miiuikiy. I do not say that he did; I say “in effect.” 

Mr. Brown. It would not be a correct statement if he did make it. 

Senator Minin. If he said that in effect, that was not correct ? 

Mr. Brown. ee sir. 

Senator Miniikin. And, of course, you do not say it would be cor- 
rect, because you have continued with the whole arrangement despite 
the fact that you have not solved the British preference problem ? 

Mr. Brown. No, sir. We have succeeded over the years in reducing 
a very considerable number of the preferences in the British Com- 
monwealth and in eliminating a considerable number of them. The 
system, of course, remains; and, in that sense, the problem still exists. 
We have chipped away at it. We have made some progress. 

Senator Minirkry. Let’s see what our authority, Mr. Hoffman, has 
to say next. [Reading:] 

These 6-month-long negotiations have foundered on the rock of British “impe- 
rial preferences.” The British have refused to agree to reduce the margins 
between the duties imposed on United States goods and those (if any) imposed 
on Commonwealth goods of the same type imported inte Britain. They have 
preferred to forego the very considerable reductions the United States was pre- 
pared to make in duties on British goods as the American share of a big tariff 
bargain. 

Would you mind commenting on that? 

Mr. Brown. I have no comment, sir. 





1294 TRADE AGREEMENTS EXTENSION ACT OF 1951 


Senator Mirui1Kk1n. Let’s break it down. You would not agree wit 
Mr. Hoffman °s description, would you, that “These 6- month-long nego 
tiations have foundered on the rock of British ‘imperial preferences’ 

Mr. Brown. Senator, I am not in a position to comment upon th 
details of what has been going on in the negotiations at Torquay. 

Senator MILLIKIN, Someone app arently has commented to Hoffa: 
It isa little embarrassing to this committee to have to get a reasonab| 
accurate account of what is going on at Torquay from Mr. Hoffma: 

Mr. Brown. I think that is embarrassing all around, Senator. 

Senator Mitii«kr. Yes; I think it would be. 

Let me read that paragraph again. [Reading:] 

These 6-month-long negotiations have foundered on the rock of British “imp 
rial preferences.” The British have refused to agree to reduce the margins 
between the duties imposed on United States goods and those (if any) impos: 
on Commonwealth goods of the same type imported into Britain. They hay 
preferred to forego the very considerable reductions the United States was pr 
pared to make in duties on British goods as the American share of a big tu: 
bargain. 

Let’s take some of the statements of fact. Have the British refused 
to agree to reduce the margins between the duties imposed on United 
States goods and those (if any) imposed on Commonwealth goods of 
the same type imported into Britain ? 

Mr. Brown. Senator, I have said that I cannot comment on what is 
going on in the negotiations at Torquay. 

Senator Mitzikiy. I would suggest that so far today you have made 
quite a few comments on that. 

Mr. Brown. Yes, sir; but in very general terms. 

Senator Miiirkrn. You are being selective? 

Mr. Brown. Yes, sir; if I may. 

Senator MiurK1n. Do you think that this committee, charged with 
special jurisdiction over this subject, should not know ¢ 

Mr. Brown. We have agreed that we will announce the results of 
this conference at a certain time, and we will make a complete an- 
nouncement at that time, and I am not at liberty to disclose the details. 

Senator Mrii1kin. You refuse to give the committee an answer to 
that question ? 

Mr. Brown. Yes, sir; I cannot do so. I am sorry. 

Senator Miirxrw. Let me ask you another one. [Reading : | 

They (the British) have preferred to forego the very considerable reductions 
the United States was prepared to make in duties on British goods as the Ameri 
can share of a big tariff bargain. 

Is that correct or incorrect ? 

Mr. Brown. I am afraid I must give the same answer. 

Senator MrLurkry. Do we give concessions in order to get countries 
to do their duty as far as reducing preferences are concerned? Have 
we ever done that? 

Mr. Brown. No,sir. We give concessions in order to get concessions 
in return, There are two kinds of concessions—one in duties, and 
one in preferences. 

Senator Miruixtn. Now, GATT says that these preferences are evi! 
and that it is their duty to do away with them. I am asking you now 
if we give a quid pro quo in order to get countries to do that which 
they should do? 

Mr. Brown. No; GATT does not say that. 
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Senator MimurK1n. Does it not say it in effect / 

Mr. Brown. It says that countries will negotiate for the ultimate 
elimination of preferences. 

Senator Mruuikin. Yes. 

Mr. Brown. And negotiate means negotiate. 

Senator Minziksn. Cannot you find any language in there that 
ndicates that preferences are an evil to be overcome / 

_ Od, do not take my word “evil.” Is not that one of the basic prin- 
ciples of GATT ¢ 

Mr. Brown. Surely. 

Senator Mituixin. Why, of course. So, if it is a basic principle, 
f it is something that a nation should remedy tee If, I am asking you: 
Do we ever give a quid pro quo to get them to do that which they 
should do? 

Mr. Brown. There has been consistently through this whole thing 
the recognition that there are certain established preferential systems 
which, if you abolished immediately, would have very great disrup- 
tions, and that the process of getting rid of them for ourselves as well 
as for the British and others is a process of negotiation. 

Senator MiLiikin. Is that to say that you will negotiate and in the 
course of negotiations you would have or might have concessions in 
order to achieve that result ? 

Mr. Brown. Yes, sir. 

Senator Miti1Kk1n. Were we prepared to offer concessions on British 
goods as a part of the program to reduce preferences 4 

Mr. Brown. We were prepared to offer concessions on British im- 
ports into this country in return for advantages, tariff advantages, in 
their markets, either reduction of rates or reduction of elimination of 
preferences, or both. 

Senator Miti«k1n. Yes. Now, continuing to quote: 

The United States is not prepared to grant further reductions in duties on 
British goods without getting what its negotiators consider equivalent value in 
the form of the removal of discriminations against United States goods in British 
markets. 


You have already answered that, have you not? 

Mr. Brown. Yes, sir. 

Senator Minuix1n. Continuing to quote: 

In some cases the British could not grant a reduction in preferential margins 
because Australia, New Zealand, or South Africa would not agree to give up the 
protective market in Great Britain that their industries have enjoyed since 1931. 

Is that a correct statement ? 

Mr. Brown. I think that comes within the terms of specific details 
of the negotiations, which I am sorry I cannot comment on. 

Senator Minurkin. You refuse to answer that? 

Mr. Brown. I am afraid so, sir. 

Senator MinasKk1n. You refuse; is that correct ? 

Mr. Brown. I am afraid that is correct. 

Senator Minirkin (continuing) : 

But the negotiations did get far enough so that it became quite clear that even 
in cases in which the Commonwealth governments would release the United 


Kingdom from its previous commitments to grant their goods preferential treat- 
nent, London would not go along. 
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Would you comment on that? 

Mr. Brown. The same answer, sir. 

Senator Mitircrn. Continuing to quote: 

Entirely apart from the tariff preferences, the Commonwealth countries enjoy 
protection in the United Kingdom market because British buyers can get sterling 
freely, but dollars only with difficulty. 

Mr. Brown. That is a matter of general knowledge. 

Senator Mitniktn (continuing) : 

Some conference leaders believe some good will come eventually of this su 
cessful “smoking out” of the British assertion that it is largely or only because 
of Commonwealth objections that the United Kingdom is so rebuctant to bargain 
reductions in preferences against tariff concessions in the American markets 
as it is pledged to do under a series of agreements under the Atlantic Charter 

Is not Mr. Hoffman in error? 

I do not remember a series of agreements in the Atlantic Charter, 

Mr. Brown. I think Mr. Hoffman is in error. 

Senator Minzikinx. Let’s pm one error on Mr. Hoffman. Can we 
agree on that one ¢ 

Mr. Brown. Certainly. I was going to say he is in error again. 

Senator Tarr. Do you think he meant the Atlantic Pact? 

Senator Mitirkin. Undoubtedly. I think he meant the Atlantic 
Pact, but I wanted to destroy the infallibility of Mr. Hoffman. 

Mr. Brown. Thank you, Senator. 

Senator Kerr. After having built it up so successfully ? 

Senator MituiKk1n. I just like to have him be human. He gives is 
our best evidence we have had before this committee on the subjects, 
[ Reading: | 

Because all members of the British Commonwealth are tied together by these 
preferential accords, the refusal of one or two members to give up preferences 
ties the hands of the others. Failure to reach a United States-United Kingdom 
agreement, therefore, almost inevitably involves failure to reach agreem 
between the United States and other members of the Commonwealth involved 
in the preferential system, although a Canadian-United States may be salvage: 

Prior to the statement that a Canadian-United States accord may be 
salvaged, I think what was said was a conclusion from a prior premise, 
and I will not ask you to comment on it unless you wish to. But do you 
believe that we will salvage a Canadian-United States accord? 

Mr. Brown. I said I was pessimistic about our negotiations with 
the United Kingdom. I think I can fairly say Lam optimistic about 
our negotiations with Canada. 

Senator Mintikin. Continuing the quote: 

This is the same issue on which British-American negotiations nearly failed i! 
1947. The tariff schedules agreed to then after last-minute efforts had succeeded 
in breaking the impasse, will be those applied by Britain and the United States 
to each other's goods for the next 3 years in view of the failure to agree on new 
ones at Torquay. 


Assuming that they did fail at Torquay and assuming that some 
other conference were not called prior to the end of 3 years, that is a 
correct statement, is it not ? 

Mr. Brown. Yes, sir. 

Senator Minzrkrn. Continuing to quote: 


Preferences are a hot political issue in Britain. In Torquay itself a “rally 
was held tonight to denounce— 
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I just wish to impress upon the committee how much everyone knows 
and is willing to tell outside of the State Department, on this subject— 
In Torquay itself a “rally” was held tonight to denounce what the organizers 
mistakenly believe to be the British Government’s intention to conclude agree- 
ments at Torquay seriously weakening the preferential system. 

The meeting adopted a resolution recording a determination “to resist all 
decisions taken at Geneva, Habana, or elsewhere which threaten the liberty of 
Great Britain and the Commonwealth to support and further the general system 
of Imperial preference.” 

Alan Lennox Boyd, one of the Conservative Party speakers, said: “We hold 
ourselves free to renounce, while observing our treaty obligations, any part of 


the agreements at Habana, Geneva, Annecy, or here that may be prejudicial to 
Empire trade.” 


Most experienced observers here believe the fact that the Labor Government 
has a majority in the House of Commons that has gone as low as three has a 
lot to do with its reluctance to provide the foundation for new charges of “selling 
out the Empire.” 

I will not ask vou to comment on that, Mr. Brown, unless you wish to. 

Mr. brown. I think I would like to, Senator, if I may. 

Senator Minturn. Good. 

Mr. Brown. I think that the rally which is reported to have been 
held at Torquay about the fear of Mr. Boyd and his colleagues that 
the British delegation were going to sell out the Commonwealth is 
matched in many cases in this country by the meetings and speeches 
expressing the fear that our negotiators are going to sell out the United 
States. I think that in both cases they are equally mistaken. 

Senator Kerr. Would you say, Mr. Brown, at that point, that the 
fears of each were probably as ill-founded as were the fears of the 
other ? 

Mr. Brown. Yes, sir: I would say that precisely. 

Senator Tarr. But the agitation in England seems to have more 
effect on the negotiators than the agitation in the United States 
apparently. ; 

Mr. Brown. Well, sir, if we do not reach an agreement with Britain, 
then we do not make tariff concessions to Britain. 

Senator MintiKin. Fear seems to be common in both countries. 

Mr. Brown. I am afraid it is, sir. 

Senator Mitiikin. And, as Senator Taft has pointed out, they pay 
attention to the fear in Britain, and you gentlemen do not pay any 
attention to it in the United States except when you abandoned ITO, 
and except when you finally abandon GATT, then there will be further 
evidence of the fact that you do once in a while look to the public 
opinion facts of the situation. 

The CHarmman. Do you wish to ask a question, Senator Kerr ¢ 

Senator Kerr. Yes. Is it a fact, Mr. Brown, that the problem of 
probable failure to reach further agreements with the United King- 
dom, if there is probability of such failure, may be the result not only 
of the purpose of our negotiators to agree only to that which would be 
to the benefit of American industry, on the one hand, and also the 
recommendations and urgings received by the State Department from 
American industry representatives / 

Mr. Brown. Yes, sir; that is certainly true. The re presentations 
which have been made to us and to the other agencies all are Important 
factors in the decisions as to whether or not we can offer concessions ; 
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how far we are willing to go. And the other side of the coin is that 
we do not feel that it is in the best interests of this country and con- 
sistent with the program to make concessions when nothing is coming 
back the other way. 

Senator Kerr. Then if there is probability of failure, would it be 
more accurate to say that it is because of the caution on the part of 
our negotiators and their respect for the position of American industry 
rather than because of the lack of it ? 

Mr. Brown. Yes, sir, certainly. 

Senator Miiziikixn. Does it not come to what Senator Kerr said 
awhile ago—that you aim not to give a concession unless you get some- 
thing in return for it? 

Mr. Brown. That is right, sir. 

Senator Mituikrn. And any other assumption would impute im- 
becility to you. 

The Cuatrman. Go ahead. 

Senator Minzrkrn. What was the preceding history on the calling 
of the Torquay Conference? We asked that it be called, did we not? 

Mr. Brown. No, sir; there was a general agreement at Annecy that 
it would be desirable to have it. Agreement was reached there to set 
the date for this _ ing in Torquay. 

Senator Tarr. How m: iny years was that ? 

Mr. Brown. Two years. 

Senator Tarr. Two years ahead ? 

Mr. Brown. Yes. But, of course, there had been no negotiations at 
Annecy between the original Geneva countries, so it was a little over 
3 vears as far as they were concerned. 

Senator Miturkrn. Have you finished, Senator Taft? 

Senator Tarr. Yes. 

Senator Miizurkrn. I asked you some questions about the part of 
trade that is covered by concessions the other day, and my attention 
has been called to the fact that perhaps they were not broad enough 
and inclusive enough. So I think the point of distinction should be 
kept in mind as between that part which is covered by concessions 
and the remainder of world trade. If there is any confusion in the 
questions or answers, I think we ought to resolve that. Maybe there 
is not. So I will ask you what part “of the world trade is covered by 
tariff concessions in GATT or other agreements. 

Mr. Brown. I do not know there is any way to get that figure ac- 
curately. We probably have the proportion of the international trade 
of the contracting parties. 

Senator MILLIKIN, Yes. 

Mr. Brown. Which is covered by the concessions. 

Senator saga What is that? 

Mr. Brown. But we would not have figures of the trade of some 
country not party to the agreement. 

Senator Mrixry. What part of the world trade is covered by 
agreements under GATT? 

Mr. Brown. We could only give you the part of the international 
trade of the contracting parties. 

Senator Mintirkr. Yes; that is what I am talking about. 

Mr. Brown. If it is not in the record, we will supply it. 
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Senator Mitur«r. All right. Then I want to find out what part of 
our trade is in commodities upon which we have granted concessions, 
what part of our entire international trade is in commodities on which 
we have granted concessions. 

Mr. Brown. By concessions, do you also include bindings on the 
free list 4 

Senator Minirkin. Yes. 

Mr. Brown. I believe that is in the record. 

Senator Miuurqr1n. Will you make a division between bindings and 
the other types of concessions? 

Mr. Brown. I think that is already in the record. 

Senator Minirkin. And what part of total world trade is covered 
by concessions granted by foreign countries in agreements which have 
been suspended during the life of GATT ? 

Mr. Brown. Well, all of those figures, I think, are in the record, 
senator. 

Senator Mitir«rn. If they are, will you give specific reference to 
them ¢ 

Mr. Brown. Yes. 

Senator Mintirkin. Because, in having a staff talk on this subject, 
there was considerable confusion as to whether we were comparing 
the world trade of one country against the world trade of another, 
or whether we were covering concessions against all world trade. 
Just so we can get it buttoned down to get the relation of the con- 
cessions to the whole subject of trade. 

Mr. Brown. The figures that we put in the record were the total 
international trade of the countries about which you are asking. 

Senator Miniik1n. That is right. 

Mr. Brown. But they were not broken down in the proportion 
between their concessions and their total trade. 

Senator Miiur«in. That is right. For example, as I recall it, 
we have about 60 percent of our imports on the free list, roughly; is 
the correct ? 

Mr. Brown. Substantially; yes, sir. 

Senator MiLLrkin. So there are 40 percent that are subject to some 
kind of duty or other agreement. Then the question would have 
relation to that 40 percent. 

[ take it that much of the goods that come in here—I do not know 
what proportion, and that is one of the things I want to find out— 
that of the part that is not on the free list, a part of that is covered 
by concessions under the reciprocal trade system and a part is not, 
and it is data of that kind we are anxious to get. 

Mr. Brown. I think I understand now, sir. 

Senator MILiikin. Yes. 

Mr. Brown. Iam not sure whether we can get that for all the other 
countries, but we can probably give you an approximation. 

Senator Minuik1n. Do the best you can on it. 

Mr. Brown. Yes, sir. 

(Mr. Brown later submitted the following :) 

|. The tariff concessions which have been made in the General Agreement 

ariffs and Trade at Geneva and at Annecy now apply to products which 

count for more than two-thirds of the import trade of the participating countries 
and more than one-half of the import trade of the world. 





1300 TRADE AGREEMENTS EXTENSION ACT OF 1951 


2. The percentage of United States import trade affected by concessions granted sia 
in trade agreements in effect as of January 1, 1951, is shown in the following jee c 
table: ime 


rie ee , and 
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for consumption, 1949 even 
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}. The tariff concessions which have been made in bilateral trade agreements ; 
with the United States which are inoperative as long as the signatory countries , A 
are contracting parties to the General Agreement on Tariffs and Trade are est circ 
mated to apply at least to products which account for about one-fourth of the M 
import trade of the signatory countries and approximately one-eighth of thi Se 
import trade of the world. shall 


Senator Minr1kry. Did you have a question, Senator ? M 

Senator Tarr. Well, I wanted to follow up a little bit and ak knov 
whether your problem of trying to coordinate all these agence vs tion 
abroad in the economic field has been in any way increased by thie tion: 
setting up of North Atlantic Treaty Organization. They seem to Se 
have economic duties. 

Mr. Brown. Insofar as my particular field of trade barriers is con- 
cerned, Senator, that has not created difficulties. I just do not know land 
on the other aspects of the NATO work. [Rea 

Senator Tarr. I was only dealing with the economic end of this. i 
It is an article again from the New York Times of yesterday morning, io 
in which James Reston, from Washington, says. Kible 
plan 


progr: 


General of the Army Dwight D. Eisenhower has won a major argument with 
the United States Government over the location of the North Atlantic Treat) 
Organization’s headquarters. Is 

Behind the news from London this morning that most of the Treaty Org Suan 
ization will remain there lies a rather bitter dispute that has hampered tlie 
work of the Organization for several months. Mi 

The State Department wanted to move the Treaty Organization headquarters about 
to Paris. General Eisenhower, whose personnel staff headquarters are there, of wl 
wanted to keep the political, economic, and production sides of the Treaty that. 
Organization in London. The dispute came to a climax several days ago whe! > 
Under Secretary of State James Webb and Thomas D. Cabot, Director of Inte! and I 
national Security Affairs in the State Department, went to Paris to try t cussi 
persuade the general to change his mind. He did not. gene! 

Consequently, against its own judgment and that of most of the officials who 
are running the Treaty Organization in London, the United States will reco! 

nend to the Council of Deputies that the Treaty Organization be split, with the 

ilitary headquaters remaining in or just outside Paris and the rest of tle 

Organization staying in the British capital. 
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I will skip most of this dealing directly with the treaty, but then— 


To coordinate the activities of 12 governments in all these fields, and at the same 
time mesh the Marshall plan— 


and I suppose that is OLEEC— 
and North Atlantic Treaty Organizations will be an extremely difficult task, 
even if all the officials directly concerned are operating in the same city. 

To try to coordinate them when they are split between Paris and London, 


however, Washington officials argued to General Eisenhower, would complicate 
and retard the Treaty Organization’s operations considerably. 

Then skipping some more— 

There is agreement here now that enough time had been wasted on the question 
of where the job is going to be done and that the thing to do now is to get 
on with the job under General Eisenhower's system. 

Consequently, orders are going out to coordinate the various activities as well 
as possible. A detailed set of regulations has been circulated to bring the 
United States ambassadors and the ECA representatives together. Both the 
State Department and the ECA are to have the right to direct appeal back to 
their own agency heads. They are to make joint recommendations when they 
agree and joint statements of their differences to both the State Department and 
ECA headquarters here when they disagree. In short, the comparative autonomy 
of the ECA representatives abroad has been maintained. 

Much time has been wasted over this dispute. Much confusion has been caused 
by duplicating staffs in different agencies and different Capitals, but after months 
of wrangling a Government decision has been taken at last. Though frankly, 
few officials here think it was the right one, 

Are you familiar with this detailed set of regulations that has been 
circulated to ambassadors and the ECA people / 

Mr. Brown. No, sir; lam not familiar with the NATO. 

Senator Tarr. Does that cover the OEEC, too? I mean the Mar- 
shall plan organization. 

Mr. Brown. The only thing I could think of in the field that I do 
know about is possibly some of the work in getting increased produc- 
tion of raw materials, that kind of thing, might involve a jurisdic- 
tional problem. 

Senator Tarr. What are the economic aspects ? 

Mr. Brown. I just do not know. 

Senator Tarr. What are the economic aspects of the North At- 
lantic Treaty Organization? This seems to have an economic head. 
| Reading: | 

The main political committee, the principal production unit under William R. 
Herod, the joint American military assistance group under Maj. A. Franklin 
Kibler, will all be apart from both the Eisenhower headquarters and the Marshall 
plan headquarters, which has been assigned a major role in the rearmament 
program, 

Is there any coordination between the different economic activities, 
foreign economic activities of the State Department ? 

Mr. Brown. Yes, sir. These things that you have been reading 
about are things of a question of produe tion, of developing priorities, 
of what needs to be produced; where are the factory facilities, and all 
that kind of thing: how much of a strain is it on the internal budget, 
and that kind of economic problem; whereas what we have been dis- 
cussing here, what we deal with in GATT, is the question of your 
general trade barriers, and the process of trying to get reduction is 
not inconsistent with the work that is being done in the other area. 

Senator Tarr. Is the point 4 organization separate still again in 
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the State Department? Is that entirely separate from this trade-co1 
trol organization ? 

Mr. Brown. Yes, sir. We are in touch with them, but it is a se} 
arate group. 

Senetor Tarr. I notice that the Rockefeller report recommende 
that they all be taken out of the State Department and put in a sep 
arate economic unit. 

Mr. Brown. I believe it did. 

Senator Brewster. Did the State Department approve that ? 

Mr. Brown. I do not think that the Department has made up it 
mind about those recommendations, Senator Brewster. 

Senator Brewster. Is it not clear in the building up of the arm: 
ment there and the strain it imposes on the economy of the various 

countries, that we are going to take account of that in the assistance 
which we extend? 

Mr. Brown. I would think we would, Senator. 

Senator Brewster. And that nec essarily has its impact upon the 
whole problem of international exchange and trade. 

Mr. Brown. Yes. 

Senator Brewster. And while we will make a direct contribution 
in armaments, as frequently discussed, we are going to make this 
indirect contribution to the sustaining of the economy of the countries 
to the extent that they divert their civilian economy to rearmament. 

Mr. Brown. I do not know the answer to that, Senator. 

Senator Brewster. Is it not contemplated there will be considera 
tions of that character entering into our assistance ? 

Mr. Brown. I honestly do not know. I am not qualified to answer 
the question. 

Senator Brewster. Who would be the one in the State Department 
that would know about that? You are the director of international 
trade. 

Mr. Brown. Yes, sir; but I deal with the problem of trade barriers, 
and I have a difficult enough time keeping track of all of that. I think 
that the person to-—— the 

Senator Brewster. When you say “trade,” you are not the director anit 
of international trade barriers, you are the director of international "a 
trade policy. 

Mr. Brown. That is correct. 

Senator Brewster. That is quite a little broader than barriers. 

Mr. Brown. We also have a director of financial and development 
problems, who would know more about that than I. In fact Assistant 
Secretary Thorp would probably be the person to answer that question. 

Senator Brewster. Mr. Bruce—I do not want to violate a confi- 
dence—but in Paris some months ago he indicated that was going to 
be one of the major problems. 

Mr. Brown. That may very well be, Senator. I just do not know, 
and I would prefer not to give the committee an answer that might 
be misleading and inadequate. 

Senator Brewster. You do not know the scope of General Eisen- 
hower’s jurisdiction in these economic matters? 

Mr. Brown. Except that I know they deal mainly with these ques- edad 
tions of production and budgetary problems, and that kind of thing. ‘i 
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Senator Tarr. May I ask one more question on another line, Mr. 
Chairman ? 

The CuamrMan. Yes, sir. 

Senator Tarr. I have a letter here from a manufacturer of mara- 
schino cherries, who is threatened with extinction, apparently. He 
says: 

Of utmost concern to us is an amendment or restatement of section 336 and 
section 352 (a) of the Tariff Act of 1980. For as amended by section 352 (a), it 
provides a procedure for obtaining a commission investigation of foreign and 
domestic costs and adjustment of tariff rates if the foreign costs are found to 
be substantially less than the domestic costs of production, but does not apply 
to any commodity covered by a trade agreement. 

Is he referring to an amendment that was made by the House, or is 
it existing law, by “procedure for obtaining a commission investiga- 
tion of foreign and domestic costs” ¢ 

Mr. Brown. There is no amendment in the House on that subject. 

Senator Tarr. What is 352 (a) ? 

Mr. Brown. That is part of the Tariff Act. He is referring to a 
prov ision in the existing act, Senator. 

Senator Tarr. What he is objecting to is that it does not extend to 
any commodity covered by trade agreements. 

Mr. Brown. That is correct. 

Senator Tarr. What is the procedure for commission investigation 
of foreign and domestic costs ? 

Mr. Brown. Under section 336 they used to have cost-of-production 
studies, and then the Tariff Commission, having gone into the study, 
would make a recommendation as to whether the rate should or should 
not be increased or reduced. When the Trade Agreements Act was 
passed, that was made inapplicable to the article in the trade 
agreements. 

Senator Tarr. That was suspended by the Reciprocal Trade Agree- 
ments Act as to any articles covered by a trade agreement ? 

Mr. Brown. That is correct. And if a situation develops where 
the existing rates cause trouole, we now have the escape-clause mech- 
anism which takes care of that situation. 

Senator MinuiKkin. Mr. Brown, what countries belong to the Mone 
tary Fund that are not in the General Agreement? We had that 
information inthe past. Have we got it in this hearing ? 

Mr. Brown. I do not know, sir. 

Senator Miirkry. Will you supply it, please ? 

Mr. Brown. You want the countries that are members of the fund 
but not the GATT or members of GATT but not the fund ? 

Senator Mintuikin. Just so we can see those countries which do not 
belong to the fund which belong to GATT, or which belong to GATT 
and do not belong to the fund. 

Mr. Brown. Very good, sir. 

Senator Minin. And in that connection, at one part of what- 
ever you bring in here, assume that the new countries are in. 

Mr. Brown. Yes, sir. 

Senator MinuiKki1. Or are out: so that we can clearly estimate with 
respect to that particular situation. 

Mr. Brown. Yes, sir. 
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(The following information was subsequently supplied for the yt 
record :) j Sou 
Mol 

COUNTRIES WHICH ARE CONTRACTING PARTIES TO THE GATT AND COUNTRIES ury. 
WuicH Are MEMBERS OF THE INTERNATIONAL MONETARY FUND Ss 


The following countries are either contracting parties to the General Agree- bar} 
ment on Tariffs and Trade or are now negotiating at Torquay for accession to \ 
ope: 
Australia Dominican Republic Pakistan Ss 
ban 


the agreement, and are also members of the International Monetary Fund: 


Austria Finland Peru 
Belgium France Republic of the Philip 
Brazil Greece pines 
Canada India Syria 
Ceylon Italy Turkey 
Chile Luxemburg Union of South Africa 
Cuba Netherlands United Kingdom 
Czechoslovakia Nicaragua United States 
Denmark Norway 

The following countries are either contracting parties to the General Agree 
ment on Tariffs and Trade or are negotiating at Torquay for the purpose of 
accession to the agreement, but are not members of the International Monetary 
Fund: 


Burma Indonesia Southern Rhodesia 
Federal Republic of Ger- Korea Sweden 
many Liberia Uruguay 
Haiti New Zealand 
The following countries are members of the International Monetary Fund but 
are not contracting parties to the General Agreement on Tariffs and Trad 
The asterisks indicate countries with which the United States has bilateral trade 
agreements: 
Bolivia Ethiopia Mexico 
China Guatemala* Panama 
Colombia Honduras* Paraguay* 
Costa Rica’ Iceland Thailand 
Feuador* Iran* Venezuela* 
Egypt Iraq Yugoslavia 
El Salvador* Lebanon 
Senator Mriurkrn. Are you acquainted with our shipment of 
problem in relation to ne ign trade policies ? 
Mr. Brown. No. Ss] 
Senator MILLIKIN. Ton do not wish to testify on that? 
Mr. Brown. I would not be qualified. 
Senator Minzikix. Do you know how much gold we lost last vear 
Mr. Brown. A substantial amount. I do not know the figure. 
Senator Minimise. Would you say perhaps $1,700,000,000 ¢ ean 
Senator Tarr. About $2,300,000,000, according to figures I just 
saw yesterday. 
Senator Mitnrkrn. For calendar 1950? 
Senator Tarr. For the 12 months, calendar 1950. 
Mr. Brown. I am advised that is substantially correct. 
Senator Mriurkrx. Who is it over in your Department that would 
be competent to discuss that problem ? 
Mr. Brown. On the gold, sir? 
Senator Miturcr. Yes. 
Mr. Brown. I think probably the best qualified person would be in 
the Treasury Department, but I could find out and let you know, sir. 
Senator Mmurkin. Would you do that? 
Mr. Brown. Yes. tob 





TRADE AGREEMENTS EXTENSION ACT OF 1951 1305 


(Mr. Brown later apprised the committee that Mr. Frank A. 
Southard, Jr., United States Executive Director of the International 
Monetary Fund and Special Assistant to the Secretary of the Treas- 
ury, would be well qualified to discuss this matter.) 

Senator Miiurkin. Are not the trade negotiations somewhat em- 
barrassed by our gold finding its way into the black market ? 

Mr. Brown. I am not qualified. I do not know about black-market 
operations in gold. 

Senator Mukti. Are our shipments of gold limited to central 
banks of other countries ? 

Mr. Brown. I do not know the answer to that. 

Senator MiLiikin. Are you prepared to say we maintain super- 
vision over those who receive the gold, whether a central bank 
otherwise, as to what they do with the gold? 

Mr. Brown. I do not know the answer to that question. 

Senator Miiikry. At one time the State Department made the 
suggestion that there should be a permanent staff for GATT. What 
are you doing about that? 

Mr. Brown. We are considering that suggestion. It was discussed 
at the last session of the contracting parties, and there was a working 
party report suggesting to governments that the contracting parties 
do employ a permanent secretariat. 

Senator Miniikr. At the present time you do not have a permanent 
secretariat ? 

Mr. Brown. No, sir. 

Senator Minzrkrn. And at the present time you do not have what 
might be called a staff? 

Mr. Brown. No, sir. We have a secretariat that handles problems 
during the meetings. 

Senator Miniikin. Sir? 

Mr. Brown. We have a staff during our meetings, of course. 

Senator Miniikin. I mean a permanent staff. 

Mr. Brown. No, sir. 

Senator Mizikrn. You do not have a permanent staff nor a per- 
manent secretariat ? 

Mr. Brown. No, sir. We have a recommendation that we should 
get one. 

Senator MitzrKr. The last sentence of paragraph 4 (b) of article 
XII of GATT reads as follows: 

Not later than January 1, 1951, the contracting parties shall review all re- 
strictions existing on that day and still applied under this article at the time 
of the review. 

Can you give usa report on that review? Wasit made? By whom? 
Is an official report being made? 

Mr. Brown. No, sir; it has not yet been made. It probably will 
be made at the next meeting. 

Senator MruuiK1n. It probably will be made at the next meeting? 

Mr. Brown. Yes, sir. 

Senator Mittikin. You mean after the conclusion of Torquay? 

Mr. Brown. Yes, sir. 

Senator Miizixry. Is it under preparation at the present time ? 

Mr. Brown. Yes, sir. I believe that information on the use of these 
restrictions has been asked for from the different contracting parties, 
to be the basis for this discussion at the next meeting. 
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Senator Minzik1n. By GATT as such? 

Mr. Brown. By the contracting parties as such. 

Senator Mruui«kin. That is right. Why has that been so late in 
getting under way ? 

Mr. Brown. I am advised that the mechanics of setting up the ques 
tionnaire took a lot more time than was anticipated. And, as I re- 
ported in earlier testimony, there has been a consultation and review 
with respect to restrictions of some of the countries, the common 
wealth countries, which are a very important element in the picture. 

Senator Mruuix1n. You do not think of any other reason causing th 
delay ¢ 

Mr. Brown. No, sir; I do not. 

(Mr. Brown later indicated that another reason for the delay was 
the desire of the contracting parties to hold the review called for unde: 
article XIT, 4 (b) at the same time as they were preparing the report 
on discriminatory balance-of-payments restrictions required under 
article XIV, 1 (g).) 

Senator Muar. Now the contracting parties are required by 
article XIV, paragraph 1 (g) to report on any action being taken 
which discriminates against any member, and reads as follows: 

Not later than March 19, 1950 (3 years after the date on which the Inter 
national Monetary Fund began operations), and in each year thereafter the con 
tracting parties shall report on any action still being taken by the contracting 
parties under subparagraph (b) and (c) of this paragraph, or under Annex J. 


Is that report available ¢ 

Mr. Brown. I do not know the answer to that question, Senator. 
will have to find out for you. 

Senator Minz1k1n. Will you advise us? 


Mr. Brown. Yes, sir. 

Senator Mruurkrn. Was a report made? 

Mr. Brown. I think not. 

Senator Mitirkrn. And will you advise us definitely as to that ? 

Mr. Brown. Yes. sir: I will be glad to. 

(Upon checking this point, Mr. Brown found that the first review 
and report under art. XIV. (g) had been made at the fourth 
session of the contracting aE 

Senator Miuurkrn. With reference to the negotiations for rates at 
Torquay, since the peril-point law has been repealed, what do our 
country committees have to work on so far as a limit within which 
they should operate is concerned ? 

Mr. Brown. They have all of the information which is in the Gov- 
ernment files, which has been accumulated over the years by the people 
dealing with the products in the different dep: irtments, and the infor- 
mation which is obtained at the hearings, both in the oral testimony 
and in the briefs, and, information which | is obtained from individual 
conferences with people who are interested. 

Senator Mriurkrn. So that each of those country committees has 
the information available from which a point or range could be deter 
mined which should not be exceeded; is that correct ? 


Mr. Brown. Yes.sir. I think if you remember the Executive order 


under which we are operating, the Tariff Commission is required to 
made certain studies and provide the organization with informatio. 
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as to the competitive factors and a number of things which are speci- 
fied. So that the data is there. 

Senator Minirkrn. So when the country committee gets to work, 
it has before it from one source or another, or from all sources, data 
from which it can be advised as to limits which should not be exceeded ; 
is that correct ? 

Mr. Brown. Yes, sir; it has before it information which would 
enable it to decide whether or not it should recommend a concession, 
and what the risks involved might be. 

Senator Mittin. Is that not another way of saying it has before it 

nformation which gives caution or advice as to the limits not to be 
exceeded ¢ 

Mr. Brown. I think so, sir. 

Senator Min1zikin. That is all. 

Senator Brewster. Could I ask a question ‘ 

The Cuairman. Yes, if you wish. 

Senator Brewster. In your operation, the United States through 
all the aid which it is extending around the world has a very great 
power in effecting the policies of other countries, if it chooses to 
exercise that power; has it not ? 

Mr. Brown. Yes, sir. 

Senator Brewster. And you try to use your strength with due 
regard to the proprieties and with regard to our interests ? 

Mr. Brown. Yes, sir. 

Senator Brewster. Now there was a conspicuous example—the 
Argentina and Russian agreements with Britain. We were not too 
happy about them, were we ? 

Mr. Brown. No, sir. 

Senator Brewster. We regreted some of the provisions in those. 
That is rather commonly understood; is it not? 

Mr. Brown. That is correct. 

Senator Brewster. But we did not feel we had the right to say to 
England, “We will cut off your aid if you do not modify these agree- 
ments.” 

Mr. Brown. No, sir. There was a very real need there for the meat 
for the British ration. 

Senator Brewster. What is that? 

Mr. Brown. There was a very real need there for the meat for the 
British ration. 

Senator Brewster. And with Russia there was some similar con- 
sideration ? 

Mr. Brown. Wheat basically. 

Senator Brewsrer. Now when they stepped on our toes in the oil 
situation, the State Department protested very mildly at first; did it 
not ? 

Mr. Brown. No, sir. I think we protested and the thing worked 
out very well in the end. 

Senator Brewster. I refer again to the New York Times of Tues- 
day, January 31, 1950, an article by Felix Belair, Jr., headlined— 
“Weak United States protest caused the British to embargo our oil. 
Mere expression of regret by State Department seen as motivating 
extension, 
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Mr. Brown. That is a completely inaccurate description. Senator 
Brewster, and it was based on confusion in the Colonial Office about 
various documents. The fact is 

Senator Brewster. It was a London Ministry letter regarding the 
east African admission of America oil; was it not ? 

Mr. Brown. It was an interpretation by the Colonial Office of what 
we had said to the British. Their interpretation was not accurate. 

Senator Brewster. It is your contention that the Colonial Office 
inaccurately stated the position of the State Department ? 

Mr. Brown. Yes, sir; and the whole thing was worked out on a very 
satisfactory basis. 

Senator Brewster. The letter in question, which was by the Colonial 
Office to one of their Dominions, East Africa, I believe, said: “The 
Americans have as expected not gone beyond expressing regret at 
the proposal and steps have now been taken to put the scheme into 
effect in the United Kingdom. It is now desired to arrange full 
substitution on sterling fuel oil for dollar oil at present imported into 
eastern Africa for inland consumption.” 

You say that is entirely inaccurate? 

Mr. Brown. Yes, sir. 

Senator Brewster. And did the State Department vigorously pro- 
test this action? 

Mr. Brown. Yes, sir: and we worked out a satisfactory solution. 

Senator Brewster. Was it not a fact that the vigorous action of 
the State Department followed the determination of the Committee 
on Foreign Relations of the Senate, under the leadership of their chair- 
man and some other members, to intervene very vigorously in the 
matter if it was not eT awn ¢ 

Mr. Brown. No, si 

Senator een 4 That was merely coincidental ? 

Mr. Brown. The action of the Foreign Relations Committee was 
subsequent to the action of the State Department. 

Senator Brewster. There was nothing done by the State Depart- 
ment after the Foreign Relations Committee expressed their views 
in the matter ? 

Mr. Brown. We continued to press the matter, and as T have said, 
the thing was worked out on a satisfactory basis. 

Senator Tarr. What is a satisfactory basis? 

Mr. Brown. I do not know the details, Senator Taft, but I do know 
that all the oil companies operating in those areas are well content 
with the basis that was worked out. 

Senator Brewsrer. This, at any rate, illustrated a situation where 
you felt that our interests were so much affected that we should take 
very vigorous action, and other considerations decided you not to take 
strong action in the case of the Argentine Treaty or the Russian Treaty, 
although they did adversely affect us to some extent, but we did not 
feel our interests were so vitally involved we should exercise our full 
weight. Is that correct? 

Mr. Brown. Yes, sir; I believe it is. 

Senator Brewster. So that in each instance you have to decide how 
far the very enormous power which America possesses by reason of 
these various economic aids in Europe justify our modifying the poli- 
cies of Britain or other countries? 
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Mr. Brown. That is correct, sir. 

Senator Brewster. Now have you put in the record in the course of 
this hearing, or someone else, the record as to what it has cost America 
as the result of the increases in prices of rubber, of tin, and of wool 
in the international market as a result of the increases in the prices 
of those commodities in the last year¢ Has there been any figure on 
that given here? 

Mr. Brown. I do not think so. 

Senator Brewster. Could you supply us with those—what the cost 
has been to our country over a period of the last 12 months, let us say 

Mr. Brown. We will do our best, Senator. 

Senator Brewsrer. Yes. And would you then also report what- 
ever steps have been taken to persuade our associates to lnpose the sort 
of export restrictions which we are seeking to impose ourselves on our 
own exports in order to service the great cause of freedom in which 
we are all engaged, as to whether the Commonwealth countries and 
the other allies or associates we have are cooperating similarly to try 
to serve the common cause, or rather permitting Russia freely to bid 
us out of the market ? 

Mr. Brown. Yes, sir; I will be glad to give the committee a mem- 
orandum on that subject. 

(The statement requested is as follows :) 

Rubber—Total United States imports of crude rubber during 1950 amounted 
to about 1.7 billion pounds valued at $419 million. If prices had remained the 
same as the prices of imports in January 1950, imports during the year would 
have cost about $171 million less. 

Tin.—Total United States imports of tin concentrates during 1950 amounted 
to about 26,000 tons and of tin metal to 186 million pounds valued at $47 million 
and $153 million, respectively. If prices had remained the same as the prices 
of imports in January 1950, the imports of tin concentrates would have cost 
about $29 million less and tin metal $S million less, a total saving of $37 million. 

Wool.—Total United States imports of apparel and carpet wool during 1950 
amounted to about 466 million pounds (clean basis) valued at $417 million. 
The cost would not have been much different if this quantity had been purchased 
at prices prevailing at the beginning of 1950. Prices are now roughly 214 times 
those prevailing in January 1950, but this price increase was not reflected in 
the cost of wool actually landed in the United States in 1950. Statistics for the 
first quarter of 1951 are not yet available. 

The rise in the prices of these materials is a part of the general increase in 
raw-materials prices which has occurred since war began in Korea. They have 
not occurred because of any action taken by the supplying countries but merely 
because in free markets prices respond to large increases in demand such as 
those which have taken place during the past year 

Malaya, the largest rubber exporter, began on April 9 to require export licenses 
for shipments of rubber to destinations other than the United States and the 
Commonwealth. This is the only formal restriction on shipments to the Soviet 
bloc that has been adopted by a major supplier of rubber, tin, or wool. How- 
ever, it cannot properly be said that the Russians are bidding us out of the market 
for these products. Russian purchases have not been abnormal. It is primarily 


the increase in United States demand which has driven these prices up to their 
present levels. 


Senator Brewster. I think that would be very helpful, Mr. 
Chairman. 

The Carman. All right, sir. 

Senator Brewster. I would like to have, if I could, that New York 
Times article put in the record. 

The Cuarrman. You may do so, 
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(The article referred to is as follows :) 
{New York Times, New York, Tuesday, January 31, 1950] 
WEAK UNITED STATES PROTEST CAUSED THE BRITISH TO EMBARGO OuR OF 


MERE EXPRESSION OF REGRET BY STATE DEPARTMENT SEEN AS MOTIVATING EXTENSION 
WIDENED CURBS IN VIEW-——-LONDON MINISTRY LETTER TO EAST AFRICA BARES PI.A°* 
TO LIMIT AMERICAN PETROLEUM 


(By Felix Belair, Jr.) 


WASHINGTON, January 30.—How the British Government proposed to exten 
its own embargo on dollar oil imports to the entire Commonwealth after th 
State Department had confined itself to a mere expression of “regret” at the 
new order was disclosed in a letter from the British Colonial Secretary now 
in the files of the National Petroleum Council here. 

The letter, addressed to the East African Government at Nairobi, caused suc) 
a storm of protest when read at a recent meeting of the council here that it has 
been brought to the attention of Preident Truman. Chairman Tom Connally 
of the Senate Foreign Relations Committee is expected to bring the docoment 
to the attention of that body this week. 

How the National Petroleum Council, official advisory body to the Interior 
Department, obtained the letter has not been disclosed by members. Howeve 
they contend it proves the British intention to exclude oil produced by Unit: 
States companies not only from England and the colonies but from the entiré 
Commonwealth and the sterling area. as 

After telling how the State and Treasury Departments were informed of 
the British decision to substitute sterling for dollar oil imports in the United 
Kingdom the letter said: 

“In this it is hoped to secure the cooperation of sterling Commonwealth 
countries.” 

The British decision to curb dollar oil imports was first intimated during the 
tripartite financial talks here in September among the United States, British 
and Oanadian Governments. A committee was set up to discuss the problen 
and while it was negotiating, the “full substitution” program was initiated by 
the Ministry of Fuel and Power. 

On this point, the letter to the East African Government explained : 

“The Americans have as expected not gone beyond expressing regret at the 
proposal and steps have now been taken to put the scheme into effect in the 
United Kingdom. It is now desired to arrange full substitution on sterling fue! 
oil for dollar oil at present imported into Eastern Africa for inland consumption.” 

National Petroleum Council members were particularly indignant over this 
passage, taking it as an indication that either the State Department had 
acquiesced in the British decision or that the British Government had good 
reason to suppose there would be no vigorous protest from this side. 

The council has done nothing about the matter publicly as yet because its 
import committee has been preparing a report to the Secretary of the Interior 
suggesting measures necessary to protect the domestic industry in the face of 
Britain’s expanded production program. 


PRESIDENT HELD “AROUSED” 


Industry representatives here suggested the least that would happen as a 
result of the British policy, as clarified by the letter of the British Colonial 
Secretary, was a more strongly worded recommendation to the Interior Depart 
ment. They professed to know that President Truman was “aroused” when 
a copy of the letter was shown him by a member of the Texas congressional 
delegation. 

Meanwhile, the Petroleum Committee of the British, Canadian and United 
States Governments has recessed for a second time without agreeing on anything 

Copies of the letter from the British Colonial Secretary were unsigned and 
undated. Presumably it was sent out last December just prior to the effective 
date of the dollar oil import curb. 
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TEXT OF THE LETTER 

The letter read: 

“Following the meeting of the Ministers in Washington in September, a special 
group of officials was formed in Washington to consider oil problems. In this 
group United Kingdom representatives explained in detail how the dollar drain 
in oil arises and made it plain that in the immediate future the United Kingdom 
would be obliged to adopt a policy of substitution in sterling for dollar oil to 
reduce the drain. In this it is hoped to secure the cooperation of sterling Com- 
monwealth countries. 

“Until recently the cost of dollar oil which British companies had to buy in 
order to meet the gap between supply and demand represented a dollar outgoing 
over and above the dollar expenditures incurred in producing their own oil. These 
deficit purchases, apart from specialty oil, have new ended, and in the coming 
year it is expected that British companies’ availability of fuel oil and possibly 
of other products will exceed their normal trade requirements. In the imme- 
diate future the surpluses are not expected to be substantial except in the case 
of fuel oil which does not include gas oil or Diesel oil. 

“The United States Government has now been informed of the substance of 
the proposal for substituting this surplus production by British companies for 
dollar oil imported into the sterling area by United Kingdom companies. The 
Americans have, as expected, not gone beyond expressing regret at the proposal, 
und steps have now been taken to put the scheme into effect in the United King- 
dom and to obtain the cooperation of Dominion governments. It is now desired 
to arrange full substitution of sterling fuel oil for dollar oil at present imported 
into East Africa for inland consumption. It is not intended to substitute sterling 
oil for fuel-oil imports destined for use in ship’s bunkers. 

“By substitution it is meant replacement of dollar-oil imports by equivalent 
imports from British-controlled sources. It is not intended 


to interfere with 
United States companies’ internal distribution business. 


For this purpose the 


dollar oil means the oil which the United States controlled companies obtain from 
Standard New Jersey, Standard Vacuum Socony, Standard California, Texoil 
Corp., and Caltex, or any of their associates, such as the Bahrein Petroleum Co. 
In the category there is not included oil which any of these American companies 
purchase and ship from British-controlled companies’ sources, such as the Aaba- 


dan and Curacao refineries. 
DECISION FOR UNITED STATES CONCERNS 


“United States controlled companies would be left to decide whether they 
would be left to decide whether they would make good the reduction in their 
imports of dollar oil by purchases from nondollar sources. Assurance has been 
given by British companies that they are in principle willing to sell their surplus 
fuel oil to American companies but these arrangements can be left to commercial 
negotiations between British and American companies. 

“Should an American distributing company decide to curtail its trade, British 
companies or indeed other American companies should have little difficulty in 
taking over the additional business. Anything more than minor curtailment 
of this kind appears unlikely, judging by the attitude of the head offices of 
United States companies in the general discussion the Ministry of Fuel and 
Power have had with them. 

“British companies are not expected to have any appreciable surpluses in the 
near future of products other than fuel oil. In the case of fuel oil there will be 
more than enough available from British-controlled companies’ production in 
1950 to take the place of all dollar imports of fuel oil for inland consumption in 
the Commonwealth. 

“Failure to dispose of this fuel oil output may well result in a reductien in 
British companies’ output of other products. On this account and because of the 
important dollar saving that can be achieved, United States controlled companies 
importing into the United Kingdom have been informed of the intention to intro- 
duce fuel oil substitutions from dollar sources as from January 1, 1950. 

“IT hope that the East African Government will be able to operate fuel oil 
substitutions from the same date, though some postponement may have to be 
accepted, e. g., to enable the companies to adjust their shipping program. United 
States companies with whom the Minister of Fuel and Power have discussed 
arrangements for substitution in the United Kingdom may be warning their 
snosidiaries in East Africa that similar arrangements may be applied to their 
Imports. 
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“T must leave it to the Colonial Government to decide how substitutions ea; mo 
best be administered. Should there be difficulty in controlling the source of fue! unl 
oil imports by a system of cargo licensing, etc., it should be possible to insur: Ag) 
the sterling origin on imports by ad hoe arrangements agreed with the companies aft 
on Whom will rest the onus of proof. of 

“Any fuel oil imports by United States companies which are already being 
bought by them from British-controlled companies will, of course, rank 
sterling oil but oil supplies from Bahrein, although invoiced in sterling, ranks 
as dollar oil for the purpose of this substitution since Bahrein is fundamentally 
a dollar source. 

“Please inform me as soon as possible of the action being taken.” 

The Ciaran. Mr. Brown, I believe that will finish you except 
for such information you have been asked now to supply. nov 

Mr. Brown. Yes, sir. : 

ry ‘ ry. . ‘ . “7° > . ° 6 

The CuHarrMan. Tomorrow morning, Senator Millikin, the Chair- a 
nan of the Tariff Commission will come up, and we will:also ask wh 
Mr. Southard to come back. I do not know whether we will need bel 
him before Thusday morning, however. Would we? sis 

Senator Minin. I doubt very much whether we would get to Un 
him before Thursday. eXy 

The CuHarrMan. I would like to have him on Thursday, then. Dr. mu 
Ryder will come up here tomorrow morning. He said he would be 

. . ° . . ow 
rather hopeful that the committee would ask questions rather than Sta 
expect any formal statement from him. ace 

There is a communication here from the Assistant Secretary of hal 
State enclosing a request of the Indonesian Government, and asking 
the State Department’s good offices in presenting the matter to the 7 

‘ ae ‘ : rn . ; ste, 
Senate Finance Committee. The request relates entirely to section omi 
8S of H_ .R. 1612, the so-called farm price amendment. If there is no con 
objection, I think it ought to go into the record, but it sets forth the now 
views of the Indonesian Government respecting this particular 
amendment. So that will go into the record. 

(The document referred to is as follows:) 

APRIL 2, 1951. 

Hon, WALTER F. GEORGE, 

Chairman. Committee on Finance, United States Senate. 

My Drar Senator Greorce: At the request of the Indonesian Government, 
I am transmitting herewith a note received by the Department from the Indo 
nesian Embassy concerning certain proposed amendments to H. R. 1612, thi 
Trade Agreements Renewal Act. 

The Embassy's note sets forth the views of the Indonesian Government with 
respect to section 8 of H. R. 1612, the farm price amendment, and expresses 
the serious concern of the Indonesian Goyernment about the passage of th 
amendment. 

Sincerely yours, 
Jack K. McF att, 
Assistant Secretary, 
(For the Secretary of State) 
Enclosure: Copy of Indonesian note. 


KEDUTAAN BESAR INDONESIA, 
IeMBASSY OF INDONESIA, 
Washington, D.C. 
The honorable the SECRETARY OF STATE, 
Washington, D. C.: 

The Ambassador of the Republic of Indonesia presents his compliments to The 
Honorable the Secretary of State, and has the honor to refer to section 8 of the 
Reciprocal Trade Agreements Act, as amended by the House of Representatives 
(H. R. 1612) and which reads: 

“No reduced tariff or other concession resulting from a trade agreement 
entered into under this section shall apply with respect to any agricultural com 
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modity for which price support is available to producers in the United States 
unless the sales prices (as determined from time to time by the Secretary of 
Agriculture) for the imported agricultural commodity within the United States 
after the application of such reduced tariff or other concession exceed the level 
of such price support.” 

United States commodities enjoying price support include tobacco, potato starch, 
yarious vegetable oils or products from which these oils are extracted. 

One of the most important Indonesian export products which would be af- 
fected by this amendment is tobacco. Although not entirely certain, it seems 
probable that this amendment would also affect those commodities which can 
be substituted for the aforementioned products such as tapioca, 
cocoanut oil, 

H. R. 1612 has already been passed by the House of Representatives and has 
now come before the Senate. 


palm oil, copra- 


The Indonesian Government considers the amendment in Section 8 of H. R 
1612 most detrimental to its future exports to the United States of some of the 
products mentioned above. Acceptance of this amendment would 
when the landed, duty-paid price of the Indonesian commodity 
below the United States supported price, the existing tariff or other concessions 
would become ineffective, with the possible result that such exports must be 
discontinued ; also, it may mean that when continuation of such exports to the 
United States requires a tariff or other concession for the survival of such 
exports, such concessions cannot be acquired with the result that these exports 
must disappear. 

The seriousness of the possible effects of H. R. 1612 is illustrated by the fol- 
lowing figures showing the prewar volume of Indonesian exports to the United 
States of tobacco, palm oil, and tapioca at present values. Prewar figures are 
shown because postwar exports of these products have not been completely re- 
habilitated. It is however hoped that prewar export levels may be reached in 
due time and when studying the possible ill effects of Section S of H. R. 1612 « 
Indonesian exports, it seems logical to base calculations on normal exports i 
stead of the present abnormal level. Figures for copra-coconut oil have been 
omitted because these Indonesian exports to the United States have been dis- 
continued following the reinstatement of the additional processing 
non-Philippine products. 
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The foreign exchange obtained from these exports is urgently needed by 
Indonesia not only for the further rehabilitation of a country which has gone 
through years of war and devastation but also to ensure a favorable level of 
mports ~ and to improve Indonesia’s standard of living. Also, certain regions 
n Indonesia are almost entirely dependent on one of the above products and 
discontinuation of such exports to the United States may easily cause serious 
economic, social, or even political repercussions in those’ areas. 

There is also another matter which must be considered. Strict interpreta- 
tion of the amendment would mean the introduction in U. S. trade agreements of 
another provision which would make concessions granted by the United States 
conditional (like the escape clause in Section 7 of H. R. 1612, which principle 
already is included in article 19 of the GATT). The result will be that the 
other contracting country, in return, will make some of its concessions depend- 
ent upon the life and existence of the American “Agricultural” Concession. 
Thus, in case Section 8 is amended, another—and more serious—element of 
uncertainty will enter international-trade agreements concluded by the United 
States; this must be considered most detrimental to the success of these agree- 


a 


‘Although tapioca is now free of duty, excise taxes, ete. 
ment if in the future it would be subjected to such a levy. 

*Ample imports tend to reduce the cost of living, thereby also reducing production costs 
of export products enabling these products to better compete at world markets 
results in increased exports making larger imports possible. 


, it may suffer from this amend- 


; this again 
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ments and to the success of the entire United States reciprocal trade-agreemen! 
program. 

The application by the United States of the protection afforded to certai: 
agricultural commodities by the amended Section 8 of H. R. 1612 may well 
duce the other contracting country to discontinue imports of similar product 
from the United States. In this connection, it is interesting to note ttha 
U. S. exports of products enjoying price support exceed several times U. s 
imports of such products. 

In view of the above-mentioned facts, the Government of the Republic of 
Indonesia is seriously concerned about the passage of this amendment and kind! 
requests the assistance of The Honorable the Secretary of State to put the view 
and feelings of the Indonesian Government on this matter before the appr 
priate Committee of the Senate. 


The Cruatmman. I believe that will end the hearing, then, unt 
tomorrow at 10 o’clock, at which time Dr. Ryder, of the Tariff Com 
mission, will be up. 

Thank you very much, Mr. Brown. 

Mr. Brown. Thank you, Mr. Chairman. 


(By direction of the chairman, the following statement appears for 


the record :) 


STATEMENT oF CC. E. JOHNSON BEFORE THE SENATE FINANCE COMMITTEF 1 
OPPOSITION TO MAGNUSON AMENDMENT TO H. R. 1612 


My name is C. E. Johnson of Chicago, Tl. I am vice president of the Kellin: 
Nut Co., and chairman of the Government Relations Committee of the Peanut 
and Nut Salters Association. I appear here in behalf of that association. 

The Magnuson amendment (S. 9838) to H. R. 1612 is unsound and unfai: 
in that it is designed to vest in the Secretary of Agriculture the power to ho! 
hearings and determine issues on which the Department of Agriculture has 
heretofore taken a definite position as an interested party. 

This amendment would transfer from the Tariff Commission to the Secretary 
of Agriculture the function of investigating, conducting hearings, and makin 
determinations of fact under section 22 of the Agricultural Adjustment Act, a 
amended, as to whether imports of farm commodities are interfering with dom 
tie agricultural programs to such an extent as to require increased duties or the 
establishment of import quotas. 

Domestic nut growers have made repeated efforts beginning in 1946 to secur 
import restrictions on foreign nuts, some of which are not even grown in this 
country. Each such effort has failed largely because of the high prices and 
high profits of the west coast producers, 

Exhaustive hearings were held last year before the Tariff Commission unde: 
section 22. On November 50, 1950, the Commission filed its interim report with 
the President stating that “the Commission concludes that there is at thi: 
time no basis for imposing restrictions on imports of tree nuts * * *.” 

Official representatives of the Department of Agriculture appeared at th 
Tariff Commission hearings, supported the growers, and recommended the in 
position of import restrictions, 

We do not object to the appearance of the Department as an advocate for 


domestic nut producers inasmuch as the Secretary stated at page 131 of the 


present hearings that he considers the Department as “spokesman for th: 
producers.” 

But to now allow the Department of Agriculture to sit in judgment aft 
its appearance as an advocate would be contrary to first principles. 

We understand that the Department of Agriculture itself has gone on record 
to the effect that such investigations, hearings, and fact-finding functions shou! 
remain with the Tariff Commission. 

In view of its inherent unfairness to purchasers and users of tree nuts an 


other imported agricultural commodities, we urge the committee to reject the 


Magnuson amendment. 


(Whereupon, at 12 noon, the committee adjourned, to reconvene at 
10 a.m., Wednesday, April 4, 1951.) 
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TRADE AGREEMENTS EXTENSION ACT OF 1951 


WEDNESDAY, APRIL 4, 1951 


Unirep STatres SENATE, 
CoMMITTEE ON FINANCE, 
Wash ington, D. G. 

The committee met, pursuant to adjournment, at 10 a. m., in room 
312, Senate Office Building, Senator Walter F. George (chairman) 
presiding. 

Present: Senators George, Kerr, Millikin, Taft, and Martin. 

Also present: Mrs. Elizabeth B. Springer, chief clerk, and Serge 
Benson, minority profession: al staff member. 

The Cuairman. The committee will be in order. 

We have here Dr. Ryder with us again on reciprocal trade. Doctor, 
we will be glad to hear from you any formal statement that you have 
to make, then we will be very glad to hear from you on any particular 
phase of the House bill. 


STATEMENT OF HON. OSCAR B. RYDER, CHAIRMAN, UNITED 
STATES TARIFF COMMISSION 


Mr. Ryper. All right. I have no formal statement to make. I 
have prepared material very roughly on certain matters so that I will 
be sure to cover them fully if you should ask some questions on them. 

I have a very general personal statement which I would like to 
make, after which I shall answer as fully as I am able to answer, any 
questions | you should like to propound. 

The United States Tariff Commission has always been a fact- 
finding organization made up of an equal number of Democrats 
and Republicans. With a high degree of consistency, I think, the 
Commission has refrained from passing judgment upon questions of 
policy. That we regard as the function of the Congress and the 
President. Our job is to give as full and fair a statement as possible 
of the facts which should be taken into account in making policy 
decisions. 

Senator Minir«k1n. Mr. Commissioner, do you wish to be undis- 
turbed until you get through ? 

Mr. Ryper. Yes; I have only two or three paragraphs here. 

Before I attempt to answer any questions you may have to ask, 
I want to say that as a member of the Tariff Commission, and as its 
Chairman, I shall to the best of my ability assist in carrying out any 
law which may be enacted. That is my sworn duty. 

I should like to repeat what I said 2 years ago when I appeared 
before this committee and expressed my views in opposition to the 
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peril-point amendment: “The Tariff Commission always follows thy 
law.” 

I am here at your request to be of whatever service to you I can. 
You have asked me to testify regarding the pending bill extending 
the trade agreement authority. I can do so only in my persona 
capacity. 

I do not speak for the Commission or for any member of the Com 
mission, other than myself. I shall, however, answer as frankly a 
possible any questions you may choose to ask, You are entitled t 
my views and to give them whatever value you may deem fit. That 
is all I have to say. 

The CHarrman. Doctor, did you want to say anything about thi 


specific amendments made in the House? Have you looked over thos: 
amendments 4 


Mr. Ryper. I have: yes. 

The Chairman. Well, you might discuss those briefly with us. 1] 
would like to hear and have your views on the escape claus 
amendment. 

Mr. Ryper. All right. I have prepared a statement on that and | 
will give vou that first. 

On section 7, that is, the escape-clause amendment, the Bailey 
amendment to the House bill, I have the following comments. By th 
way, this was gotten up very roughly, but I think it sets forth what it 
seems to me the bill does. 

It would seem to me that subsections (a) and (b), taken together. 
present a problem of interpretation and require drafting changes to 
insure their effectiveness. 

Subsection (a) sets forth an escape clause in somewhat the language 
appropriate for insertion in a trade agreement, and in pharas seolog 
which would apply « equally to concessions received as well as mack 
by the United States. 

The clause, however, differs substantially from the clause in exist 
ing trade agreements. 

Subsection (b) then provides that— 
the United States Tariff Commission shall make an investigation to determin 
whether any article upon which a concession has been granted under a track 
agreement to which a clause similar to that provided in subsection (a) of 11 
section is applicable is being imported in such relatively increased quantities 
and under such conditions— 
and so forth. 

Does this mean that action may be taken under the escape clause 
only with respect to concessions made in trade agreements containing 
an escape clause similar to that set forth in subsection (a)? If s 
it would make the provision ineffective inasmuch as there are no trade 
agreements which contain an escape clause similar to that set forth 
in subsection (a), and there is no requirement, specific requirement, 
in the bill that there be such a clause in any agreements. 

If the purpose, on the other hand, is to make it mandatory that 
subsection (a) be applicable to all products on which concessions 
have been made in any trade agreement, whether or not the agreement 
contains an escape clause of any type, this purpose should be made 


clear. In that ease, of course, it would be necessary to renegotiate 


1 terminate the General Agreement on Tariffs and Trade. 
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The second comment I have to make on the bill is—on section 7 
of the bill—that the requirements of the escape clause contained i 
section 7 differ from existing procedure in the following respects: 

(a) The present escape clause can be invoked only when there is an 
increase in imports, relative or absolute, and when such increased 
imports result from unforeseen developments and the tariff conces- 
sion, or other trade-agreement obligation, and are being entered under 
such conditions as to cause or threaten serious injury. 

Under the Bailey amendment—subsection 7 (a) of the House 
it is provided that action may be taken under the escape clause “if i 
the course of a trade agreement” any product upon which a paced 
has been made “is being imported in such increased quantities or”— 
instead of “and” as in the present law, in the present escape c cl: Luse— 
“under such conditions as to cause or threaten serious injury. 

This eliminates the requirement that to warrant action under the 
escape clause there must be an increase in imports, either relative or 
absolute, and the increase must be due at least in part to the conces- 
sion. This change would greatly widen the scope of action under the 
escape clause, and probably necessitate the renegotiation or termina- 
tion of the General Agreement on Tariffs and Trade. 

(4) The present escape clause permits action to be taken to prevent 
serious injury to “domestic producers of articles like or directly com- 
petitive with” the imported articles. 

Under Executive Order 10082 such action is envisaged only if there 
is injury, actual or threatened, to “the domestic industry producing 
like or directly competitive articles.” 

Section 7 of the House bill in subsection (b) uses the term “domestic 


producers” but after “domestic industry” it inserts the words hc a 
segment of such industry.” When in actual oper: ition this change 
from the present procedure would result in any material change a the 
scope of the clause would depend upon the interpretation given the 


term “domestic producers. 

(ce) Subsection (b) of section 7 of the Bailey amendment requires 

he Tariff Commission to make an investigation, including a pub lic 
hearing, “upon the request of the P resident, upon its own motion, or 

upon the application of any interested party. 

Under Executive Order 10082, the Commission investigates at the 
request of the President or upon its own motion or upon the applica- 
tion of any interested party, if in the judgment of the Commission 
there is good and sufficient reason therefor. 

If the Commission should be required to investigate at the request 
of any interested party, it would have to expend time and effort on 
cases which are obviously without merit. This might make it difficult, 
if not impossible, for the Commission to concentrate upon the really 
meritorious cases, where there is really serious injury. 

To interpolate here, I have had a great deal of experience in this 
kind of thing. I headed an import division of the NRA during the 
NRA days, to recommend when investigation should be made in regard 
to imports which it was claimed were threate ning—it was alleged were 
threatening—the codes. 

If you have a provision that the Commission will have to investigate 
every time anyone asks us to do so, we would be swamped with investi- 

gations, many of which would be of a very flimsy character. 
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In this connection I should like to state that of the 19 applications 
for investigation under ~ escape clause upon which the Commissio: 
has taken action so far, 15 were dismissed without formal investiga. 
tion. Of these 15, 9 were dismissed by unanimous action of the Com 
mission. One was dismissed by a 4 to 1 vote, two were dismissed b. 
a 4 to 2 vote, and three were dismissed by a 3 to 3 vote. In other words, 
in the case of almost one-half of all the applications on which th 
Commission has passed, there was unanimous agreement among tly 
Commissioners that there was no reason for a formal investigation. 

I think when all six Commissioners, each one of whom has diffe: 
ent tariff views, agrees there is no cause for investigation, there 
little ground that anyone could find for investigation. 

Senator Minuikin. Except the fellow who wants the investigatio 

Mr. Ryprr. What is that / 

Senator Minuikin. Except the fellow who wants the investigatio: 
He isa rather important fellow in this business. 

Mr. Ryper. Sometimes it is a little doubtful whether he wants tl. 
investigation. 

Senator Minin. He is not spending his money, I suggest, and 
taking his time just—— 

Mr. Ryprr. Well, maybe not. 

Senator MiniiK1n (continuing). To play peekaboo with you. 

Mr. Ryver. It should be stated, however, that before the Commis 
sion decides to dismiss an application without formal investigation, 
it has its experts make a study of all the available pertinent. facts, 
and it is on the basis of these facts, as well as on the basis of the 
statements made in their applications, that the Commission takes 
action. 

Senator Tarr. Is not what you really object to in the clause the 
provision that in the course of any such investigation the Tariff Com 
missioners shall hold hearings? I mean, after all, what you refer 
to is an Investigation; you have to make some kind of an investiga- 
tion in order to be able to dismiss it. 

Mr. Ryper. We always have what we call a preliminary investiga 
tion and a preliminary report from our staff on the application, and 
it is on the basis of that that the Commission decides whether or 
not to order a formal investigation, which includes a public hearing. 

Senator Tarr. I cannot see any argument against the first part 
of (b) where it just says that they shall make an investigation. It 
seems to me that it is necessary if somebody makes an application ; 
they must make an investigation. I can see some reason about lines 18 
to 22, which require you to hold public hearings, give reasonable 
notice, and so forth. That might be limited to cases in which you 
find probable cause, and so forth. 

Mr. Ryper. If it was made clear that all that was meant was that 
we make a preliminary investigation, an informal preliminary invest 
gation without a hearing, then there would be no objection on my part 
That is what we do. We always look into this. We do not dismiss 
a thing offhand. 

Senator Tarr. It is really lines 18 to 22 that you are objecting to 
inore than anything else. 

Mr. Ryper. That is right. 
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Then the next comment I have is that the first paragraph of sub- 
section (c) of section 7 requires the Commission, after investiga- 
tion and hearing, to make a finding in support of its denial of any 
application “setting forth the facts which lead to such conclusion. 

This, coupled with the requirement that the Commission make a 
formal investigation, including a public hearing whenever requested 
to do so, would place a tremendous burden upon the understatled 
‘Tariff Commission. 

Senator Mitiaikin. Where does it say about the formal investiga- 
tion, Mr. Commissioner ¢ 

Mr. Ryper. It is the distinction I make between the informal in- 
vestigation which the Tariff Commission always makes in regard to 
me application and a formal investigation which includes a pub- 

¢ hearing and a re port to the President. 

‘ Samator Miniikin. Where does the law say that ¢ 

Senator ‘Tarr. Lines 18 through 22. 

Mr. Ryprr. Line 18. 

Senator Mituikin. I wanted to know where it say a “formal in- 
vestigation.” 

Mr. Ryper. I was distinguishing between a formal investigation 
and the informal investigation which we give to an application. ‘The 
formal investigation would include a pub lic hearing and a formal 
report to the President. 

Senator Minnikin. Under the language which you are complaining 
about you are the master of the investigation; are you not‘ ‘There 
is nO specication here as to what kind of an investigation to under- 
take. 

Senator Tarr. Hold hearings. 

Mr. Ryper. You have got to hold a public hearing and you have 
got to make a report to the President. 

Senator Munk. That is right. You are the master of the type 
of investigation under the language of the bill; are you not ? 

Mr. Ryper. Oh, yes. But in any case, to have a public hearing and 
to make a formal report to the President on an application requires 
a great deal of work. 

Senator MinurKin. Yes. 

Mr. Ryper. We do not have to do that work in a merely informal 
type of investigation, in a study which we make to enable us to pass 
upon whether an investigation should be ordered or not. 

Senator Mitirkry. I am simply suggesting that if you decide to 
inake an investigation you are the master of the investigation, and 
to investigate to the depth that you feel like doing. 

Mr. Ryper. Within limits; that is right. 

Senator Mituikrn. I do not see any limits. 

Mr. Ryprr. Because you have got to hold a public hearing. 

Senator Mittrkrn. I mean, the limits are within your control. 
They are not imposed upon you bv law. 

Mr. Ryprr. Well, a public hearing and a report to the President 
are imposed by law. 

Senator Tarr. If you only had 19 over a period of a number of 


vears; is there any reason why you should not give— 


Mr. Ryper. What is that? 
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Senator Tarr. Is there any reason why you should not give every- 
body who wants to come in a public hearing? If you have only had 
19, what is the trouble with that? The National Labor Relations 
Board has a hearing every day of the year; there are 365 of them. 

Mr. Ryper. But they divide into panels and all. 

Senator Tarr. Yes. 

Mr. Ryper. We have never done that. We have not the staff to 
do it. We have a staff of a little over 200 and these applications, by 
the way, have not been received in the last 5 years. All of them have 
come in, as I recall] it, in the last 2 years, and most of them in the last 
year, and year and a half. 

Senator Tarr, Nineteen? That is something like eight a year. 

Mr. Ryper. Twenty-one applications altogether, but that is only one 
phase of our: work. Moreover, there would have been many more 
than 21 applications had the Commission been required to make a 
formal investigation whenever requested. 

I want to comment upon the fact that not only is the Commission 
required to make a report giving its reasons whenever it decides there 
is no cause for action under the escape clause but that it must also 
find the level of duty below which, in the Commission’s judgment, 
serious injury would occur or be threatened. 

It is difficult to see the usefulness of : i peril point finding in this 
case. If the Commission finds that no serious injury has resulted or 
is threatened, and proceeds to find a peril aoe manifestly the per 
point would be lower than the duty established by the trade agree 
ment concession. In fact, if the maximum concession has been made, 
the peril point would be below any duty which could be fixed 
subsequent trade agreement. 

My final comment on the bill is on section 7 of the bill, in regard to 
subsection (¢). 

The meaning of the second paragraph of subsection (c), Mr. Chait 
man, needs to be clarified. It might be interpreted as requiring a 
finding of serious injury wherever there has been “a downward trend 
of production, employment, and wages in the domestic industry, or 
where there has been a decline in sales, and a high or growing inventory 
attributable, in part, to import competition.’ 

Note that under the present punctuation the phrase “attributable, 
part, to import competition” would apply to a “decline in sales and 
a high or growing inventory” but not to “downward trend of produ 
tion, employment, and wages.” The phrase could be made applicable 
to a downward trend in production, employment, and wages by strik- 
ing out the comma before the first “or” and inserting a comma between 
“inventory” and “attributable.” 

Senator Mirurkiy. Hold up just one second. Where would you put 
the comma / 

Mr. Ryper. The way I have it—I think that is correct—between the 
words “attributable” and “inventory.” 

Senator Tarr. You want to hitch the “attributable” on to the “down- 
ward trend.” 

Mr. Ryper. If the purpose is to make that phrase apply both to the 
downward trend of production, employment and wages, and to thie 
decline in sales and a high or growing inventory, then you should 
put a comma before “attributable”, and I would think leave out the 
preceding comma, but that might not be necessary. 
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I do not think that the provision, as written, would prevent the 
Commission from finding a serious injury as a result of causes other 
than those named. In other words, I do not interpret the criteria 
as being exclusive. I think, however, the language of the provision 
is susceptible of several interpretations. 

If the intent is only to require that in making its findings the Com- 
mission take into account the existence of a downward trend in pro- 
duction, employment and wages, and a decline in sales, and a high or 
growing inventory, when they are caused, in part, by import com- 
petition, this fact should be made clear. That is what the Commission 
does now. 

I would like to have inserted in the record at this point, if it is 
agreeable, a report which the Commission got out on the criteria it 
uses under the escape clause in cases under the escape clause. 

The CHatrMan, Yes,sir: you may insert it, Doctor. 

(The doe ument referred to follows :) 


UNITED STATES TARIFF COMMISSION 


PROCEDURE AND CRITERTA WitH RESPECT TO THE ADMINISTRATION OF THE “ESCAPE 
CLAUSE” IN TRADE AGREEMENTS 


Prepared in response to a resolution of the Committee on Ways and Means 
of the House of Representatives, Washington, February 1948 (Revised 
February 1950) 

FEBRUARY 24, 1948. 

The Honorable HAroL_p KNUTSON, 

Chairman, Committee on Ways and Means, 
House of Representatives. 

DeaR Mr. Knutson: I have the honor to transmit herewith a report prepared 
by the United States Tariff Commission on “Procedure and Criteria with Re 
spect to the Administration of the ‘Escape Clause’ in Trade Agreements.” This 
report Was prepared in response to a resolution of the Committee on Ways and 
Means of July 25, 1947. Thirty additional copies are being sent to Mr. Tawney 
for the membership and staff of the Committee. 

Sincerely yours, 
Oscar B. Ryper, Chairman, 

Enclosure 


PROCEDURE AND CRITERIA WITH RESPECT TO THE ADMINISTRATION OF THE ‘ESCAPE 
CLAUSE” IN TRADE AGREEMENTS 


INTRODUCTION 


On July 25, 1947, the Committee on Ways and Means adopted a Resolution 

ntaining, inter alia, the following paragraph: 

“Resolved, that the Tariff Commisison is requested to establish as soon as 
practicable the substantive and procedural criteria, measurements, or other 
standards by which it will determine whether imports, of any particular com- 
modity are entering in such quantities as to ‘injure’ or threaten ‘injury’ to any 
domestie unit of agriculture, labor, industry or segment thereof, and to inform 
the Committee on Ways and Means as to how that Commission intends to com 
ply with the provisions of Executive Order 9832 issued February 25, 1947 * * “” 

The present memorandum undertakes to set forth the general procedure 
which the Commission will follow in carrying out its obligations regarding the 
escape clause under Executive Order 9832, and, so far as practicable at this 
time, to indicate the major considerations which it will take into account in 
determining whether, as a result of unforeseen developments and of a concession 
granted by the United States on any article in a trade agreement, the article 
is being imported in such increased quantities and under such conditions as to 
cause, or threaten, serious injury to domestic producers. 

The relevant portions of Executive Order 9852 for present purposes are con- 
tained in paragraphs 1-3, inclusive, of part I, as follows: 

“1. There shall be included in every trade agreement hereafter entered into 
under the authority of said act of June 12, 1984, as amended, a clause providing 
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in effect that if, as a result of unforseen developments and of the concessi 
granted by the United States on any article in the trade agreement, such article 
is being imported in such increased quantities and under such conditions as | 
cause, or threaten, serious injury to domestic producers of like or similar a: 
ticles the United States shall be free to withdraw the concession, in whole or 
in part, or to modify it, to the extent and for such time as may be necessary [to 
prevent such injury. 

“2 The United States Tariff Commission, upon the request of the President 
upon its own motion, or upon application of any interested party when in the 
judgment of the Tariff Commission there is good and sufficient reason therefor 
shall make an investigation to determine whether, as a result of unforeseen 
developments and of the concession granted on any article by the United States 
in a trade agreement containing such a clause, such article is being imported 
such increased quantities and under such conditions as to cause or threaten 
serious injury to domestic producers of like or similar articles. Should the Tariff 
Commission find, as a result of its investigation, that such injury is being caused 
or threatened, the Tariff Commission shall recommend to the President, for his 
consideration in the light of the public interest, the withdrawal of the conces 
sion, in whole or in part, or the modification of the concession, to the extent and 
for such time as the Tariff Commission finds would be necessary to prevent 
such injury. 

“3. In the course of any investigation under the preceding paragraph, the 
Tariff Commission shall hold public hearings, giving reasonable public notice 
thereof, and shall afford reasonable opportunity for parties interested to be 
present, to produce evidence and to be heard at such hearings. The procedure and 
rules and regulations for such investigations and hearings shall from time to 
time be prescribed by the Tariff Commission.” 

An escape clause under which emergency action withdrawing or modifying 
a concession may be taken is included in the multilateral trade agreement recent!) 
negotiated at Geneva, which covers a large part of our total import trade bot 
in number of articles and in aggregate value. A similar clause will also be i: 
cluded in subsequent trade agreements. But it is not included in any of the trace 
areements which were concluded prior to the Geneva agreement, except the 
ugreements with Mexico and Paraguay, which are still in effect. 

The first paragraph of article XIX of the General Agreement on Tariffs and 
Trade negotiated at Geneva is an escape clause meeting the requirements of 
the President’s Executive Order 9832. The language of this paragraph, which is, 
of course, controlling so far as action under the Geneva agreement is concerned, 
is as follows: 

“1. (a) If, as a result of unforeseen developments and of the effect of the 
obligations incurred by a contracting party under this Agreement, including 
tariff concessions, any product is being imported into the territory of that 
contracting party in such increased quantities and under such conditions as to 
cause or threaten serious injury to domestic producers in that territory of like 
or directly competitive products, the contracting party shall be free, in respect of 
such product, and to the extent and for such time as may be necessary to prevent 
or remedy such injury, to suspend the obligation in whole or in part or to wit! 
drew or modify the concession.” 

The Geneva Agreement contains detailed provisions regarding the procedure 
to be followed in making use of the escape clause. They are quoted in fu 
in the appendix to this report. In substance the Article requires consultation 
with the other contracting parties before taking action under the escape clause 
under critical circumstances, however, action may be taken without prior con 
sultation provided consultation is effected immediately thereafter. Even if 
agreement among the interested parties is not reached, the country proposing 
to take action under the escape clause may nevertheless do so. Other affected 
contracting countries are then free to suspend substantially equivalent obliga 
tions, so far as concerns trade with the country taking the action. 


PROCEDURE REGARDING INVESTIGATIONS 


The Presidential order provides that investigations by the Tariff Commissiyn 
under the escape clause shall be made upon the request of the President, upon 
the motion of the Commission itself, or upon application of any interested part) 
when in the judgment of the Commission there is good and suflicient rens 
therefor. 
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The procedure to be followed in investigations under Executive Order 9832 
is given in detail in the Amendment to Rules of Practice and Procedure, pub- 
lished by the Tariff Commission in June 1947. In brief, the procedure consists 
of open hearings after public notice, investigation by the staff of the Commission, 
preparation of the Commission’s report, and, if serious injury or threat of in- 
jury is found, transmittal of the report with findings and recommendations 
to the President. The Tariff Commission is to issue public notice of each 
properly-filed application for investigation under Executive Order 98382 and, if 
an application is dismissed, it is to issue a statement to that effect. Due notice 
must also be given of the institution of investigations at the request of the 
President or on the initiative of the Commission. 

The applicant for an investigation is requested to file with his application as 
much information as may be readily available to him regarding certain matters 
listed in the rules, such as imports, production, sales, exports, labor engaged in 
direct production, comparability of the domestic and foreign article, the nature 
and extent of the injury to the domestic producer which is alleged to be caused 
or threatened, and various other matters. The purpose in asking for such infor- 
mation of this character as it may be practicable to furnish is to assist the Com- 
mission in determining whether the circumstances warrant an investigation 
under Executive Order 9832. It is, however, preliminary to, and not a substitute 
for, the investigation itself, should the Tariff Commission decide that an inves- 
tigation is warranted, This requirement has for its purpose to enable the Com- 
mission more readily to determine whether or not the application has prima facie 
merit. The Commission encourages informal conferences with prospective appli- 
cants to aid them in deciding whether to request an investigation, and if they 
decide to do so, to advise with them regarding the character of the information 
which in their special circumstances should accompany the application. 

By whatever method an investigation is instituted, the Tariff Commission in 
carrying out its obligations regarding the escape clause will, as a matter of broad 
public policy, act as expeditiously as possible, consistent with the ascertainment 
of the facts. Prompt investigation and report is required to enable the President 
to forestall serious injury before it occurs, or, Where that is not feasible, to 
afford appropriate relief before the damage has become prolonged. 

The procedure summarized above is directed principally to investigations at 
the request of domestic producers. In those instances where investigations are 
undertaken by the Tariff Commission on its own initiative, similar information 
in the possession of the Commission will be. taken into account in determining 
whether or not an investigation is warranted. The requirements of notice and 
public hearings will remain the same for all investigations, however instituted. 
Investigations on the initiative of the Tariff Commission would be in order in 
those cases where no application has been submitted but where the information 
available to the Tariff Commission indicates the probability of serious injury, 
or threat thereof, to domestic producers. 


CRITERIA FOR DETERMINATIONS UNDER THE ESCAPE CLAUSE 


Variation in criteria in different cases 

It needs to be emphasized at the outset that, in considering how to determine 
whether serious injury has been caused or is threatened within the meaning 
of the escape clause, no single, simple criterion or set of criteria can be laid 
down for application in all cases. Each case will have to be judged on its own 
merits. Some, perhaps most, of the criteria applicable in a given case will be 
similar in character to those applicable to the generality of cases. But the rela- 
tive importance to be attached to these identical criteria may vary with individual 
cases, Moreover, there will often be other circumstances to be taken into account 
which are peculiar to a particular case. Hence, it is impossible to state cate- 
gorically in advance the character and weight of the criteria which will govern 
the Commission’s determination of serious injury or absence of such injury in 
a given instance. All that can be done is to indicate and comment upon the 
principal factors which, so far as can be foreseen, will enter into the determina- 
tion, 


Provisions of the escape clause regarding imports 
In order to enable the President to take action withdrawing or modifying a 
concession on any article, it must be found that the facts in the particular case 
conform to the specifications of the escape clause as regards its use. Four 
points appear in that clause. It must be found: 
(1) That there has been an increase in the quantity of imports; 
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(2) That this increase has been a result of unforeseen conditions ; 

(3) That it has been a result of the concession on the article; 

(4) That the increased imports are entering under such conditions as 
actually to cause or threaten serious injury to domestic producers. 

The most difficult task confronting the Commission will naturally be that of 
determining whether serious injury has actually been caused or is threatened 
The other points will be considered jointly with this major point. 

Increase in imports.—The escape clause specifies that the injury or threat of 
injury must be caused by imports in such increased quantities as to have that 
effect. This means that imports under the trade agreements must supply a larger 
share of domestic consumption than they did during a previous period. In 
other words, if imports, although at the same or at an even lower level than in 
the base period, have increased relative to declining domestic production and 
injury to domestic producers has resulted, action is permissible under the escape 
clause. This explanation merely illustrates the meaning of increased imports 
and is not to be taken to preclude action under the escape clause in cases where 
domestic production has expanded, if the share of imports in the domestic 
market has increased and the requisite finding with respect to injury is made 

It will be necessary to select a historical base by which to judge whether such 
an increase in imports has occurred. It will not be possible to select a single 
, basis for comparison which will be fairly applicable to all cases. For example, 
with respect to the Geneva agreement, which (for the most part) went into effect 
January 1, 1948, it may be appropriate in some cases to compare subsequent 
imports with those of a postwar year or period of years, although, of course, 
comparison with the months immediately preceding the agreement might be 
vitiated by the holding back of imports in anticipation of reduction in duty. 
Often, however, owing to the highly abnormal influences which have been opera- 
tive during and since the war, it will be necessary, at least for some time to 
come, to compare imports since the Geneva agreement with those during a repre- 
sentative period prior to the war. Each case brought up under an escape clause 
must be considered independently as regards determination of a representative 
period with which to compare current imports. 

The escape clause also specifies that the increase of imports (as well as the 
conditions under which imports enter) must be such as to cause or threaten 
serious injury to domestic producers. Obviously, no rule can be laid down that 
some particular percentage of increase in imports constitutes prima facie evi 
dence of injury. The actual facts concerning injury must be ascertained in each 
case; the kinds of data which must be considered in that connection are discussed 
in subsequent sections of this memorandum. 

Increased imports as a result of unforeseen developments.—Under the escayx 
clause “unforeseen developments” as well as the concession contained in the trad 
agreement must have contributed to increased imports and resulting serious 
injury. Under the Trade Agreement Act changes in the tariff are made by th 
President after consultation with executive agencies through the Interdepart 
mental Trade Agreements Committee. The construction which the Commission 
places upon the words “unforeseen developments,” as concerns the exercise of 
its functions under the escape clause, is that when imports of any commodity 
enter in such increased quantities and under such conditions as to cause or 
threaten serious injury to domestic producers, this situation must, in the light 
of the objective of the trade-agreement program and of the escape clause itself 
be regarded as the result of unforeseen developments. 

Increased imports as a result of the concession.—Under the language of the 
escape clause there must be a finding that the concession granted by the United 
States was at least in part responsible for the increase in imports. Obviously, 
if a concession, although provided for in an agreement, has not yet actually gone 
into effect, the escape clause cannot be invoked; in this connection it should be 
noted that some of the concessions made in the Geneva agreement have not yet 
entered into effect because the countries with which they were negotiated have 
not yet accepted the agreement. When once a concession has gone into effect, 
however, if imports have increased thereafter, the Commission must satisfy 
itself as to whether the increase was a result of the concession. 

On this question there May or may not be specifie facts available which would 
establish conclusively that the increase in imports was a result of the con 
cession. In many cases there will be other causal factors; and if all of the 
causes could be disentangled and separately weighed, it might be found that 
the increase in imports was due mainly, if not solely, to causes other than the 
concession. sut if the imports have increased following a duty reduction, the 
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jogical inference (quite apart from more specific evidence) would ordinarily 
be that the increase was caused, at least in part, by the duty reduction. Indeed, 
the very purpose of a reduction in duty is to cause imports to be larger than 
they would otherwise be. If the increase was, even in part, the result of the 
concession, that is sufficient, since the language of the escape clause clearly does 
not require that the concession be the sole, or even the chief, cause. 

The question may be raised whether the binding of an existing duty against 
increase, or the binding of continued free entry, could in itself cause an increase 
in imports. As to most articles, no doubt, any increase in imports which takes 
place after a binding must be attributed to other causes. However, in some 
instances there may previously have been fear on the part of foreign producers 
that the duty might be increased or a duty placed on a presently free article. 
They may, therefore, have hesitated to take the steps (eXpansions of equipment, 
establishment of market connections, reduction of prices, etc.) necessary in order 
to make possible an expansion of their exports to the United States. With the 
assurance resulting from a binding they might take these steps and a subsequent 
increase of imports might properly be found to be attributable, at least in part, 
to the binding. 


Imports “under such conditions” as to cause or threaten serious injury 

When it has been found that the quantity of imports of any product has in 
creased and that the increase has, in part at least, resulted from a tariff econ- 
cession, the Commission must then determine whether imports are entering 
“under such conditions as to cause or threaten serious injury to domestic pro- 
ducers.” The phrase quoted will require the Commission to investigate the con- 
ditions, here and abroad, under which the increase in imports occurred, and at 
the same time to determine whether these conditions are such as to cause or 
threaten serious injury. The discussion below of the question of criteria to be 
considered in determining whether serious injury has actually occurred or is 
threatened necessarily includes a discussion of the conditions under which the 
increase in imports has occurred. 

Determination of the producing group or groups to be considered 

The escape clause refers to injury to “domestic producers of like or similar 
articles.” In each investigation under this clause, the Commission will have to 
determine what group or groups of producers are concerned. In some cases the 
Commission will need to consider to what extent the impact of imports on a 
limited group of producers in an industry can Cause or threaten “serious” injury 
in the sense of the escape clause. Two principal situations in which this question 
may arise are discussed below. 

One is the situation where import competition is substantially confined to a 
limited area, or limited areas, of the country, usually along the seaboard. On 
many commodities of low unit value, transportation charges are a major factor 
in delivered prices. Low ocean transportation charges some times enable foreign 
producers to obtain a considerable or large share of the total market in some 
area or areas close to the seaboard, even though they are not able to penetrate 
any considerable distance into the interior. Here two widely different situations 
may present themselves, apart from intermediate situations. At the one extreme, 
there may be producers who are located within such a seaboard area, who are 
the principal domestic producers selling there, and who, in view of freight 
charges, must market most of their product in that area. Increased import 
competition may represent serious injury to these producers, even though pro- 
ducers elsewhere are little affected. At the other extreme, there may be no 
domestic producers within the area, and the ability of domestic producers else- 
where to compete in it may depend chiefly on the relation between the trans- 
portation charges they must pay and the charges, including duty, on the imported 
product. Under these circumstances injury to domestic producers from an 
increase in imports substantially confined to the particular area could hardly be 
considered serious if that area represents only a small fraction of the total 
domestic market, but it might be considered serious if it represents a considerable 
fraction of the market. 

Another situation where the question of the extent of the field affected by 
import competition may arise is that in which the article in question represents 
only a minor fraction of the whole output of an industry. Here the position 
of different individual concerns in the industry would have to be considered. 
It may be that for all the concerns the article is of minor importance. For 
example, it may be by its nature a byproduct of processes which produce much 





1326 TRADE AGREEMENTS EXTENSION ACT OF 1951 


more important commodities. Again, although not a byproduct, the article ma) 
be, for all the concerns which produce it, only one, and a minor one, of many 
articles which they produce. The problem, however, would be different if th: 
article were the principal, or at least a major, product of certain concerns i: 
the industry, even though of minor importance to the majority of the concerns 
The problem would also be different if increased competition were affecting not 
au single product of an industry but several or many of its products. 

No general rule can be laid down in advance to cover all cases of the kinds 
mentioned in the two preceding paragraphs, or other similar cases which may 
arise. Each situation must be considered on its merits, to determine whether 
the injury, or threat of injury, resulting from inc1eased import competition is 
serious in the meaning of the escape clause. 

Criteria regarding injury to domestic producers 

As already stated, numerous classes of facts, which may for convenience be 
called criteria, or indicators, will have to be taken into account by the Tariff 
Commission in determining whether serious injury has been caused or is threat 
ened by an increase in imports. The order in which such criteria are mentioned 
in the present memorandum has no particular significance, and should not be 
taken as indicating the relative importance which the Commission attaches to 
them. Each case will be considered independently. 

Trend of ratio of imports to domestic production—An important indicator 
as to injury will be whether or not an increase has occurred, or is threatened, 
in the ratio of imports to production. The emphasis here is on “increase.” The 
fact that imports are in a particular ratio to domestic production cannot in itself 
be taken, ordinarily, as indicating either injury or lack of injury. Account 
must be taken of the degree of competition from imports to which an industry 
is accustomed ; special attention should be given to any radical increase in this 
respect, actual or impending, especially when rapid. 

In some instances, however, even if there has been an increase in the ratio 
of imports to production, the resultant absolute magnitude of that ratio will need 
to be considered. For example, the ratie after the concession might be several! 
times higher than before, but yet might still be so low that any injury to the 
domestic industry could scarcely be considered serious. On the other hand, a 
less-marked increase in a ratio already relatively high might indicate mors 
or less serious injury. 

Where imports have shown an absolute increase, an increase in the ratio of 
imports to domestic production may occur (a) if domestic production has 
decreased, ()) if it has remained stationary, or (c) if it has increased less than 
the imports. The injury to domestic producers is, of course, most likely to be 
felt in the first of these cases. Even in the third case, however, the Commission 
might need to consider whether injury has occurred where there has been a 
great increase in demand for the commodity and where domestic producers, 
although increasing their output, have obtained a much smaller share of this 
increase in consumption than have foreign producers. 

In determining whether a significant change has occurred in the ratio of im 
ports to production, the same care must be exercised in selecting the base period 
for the production figures as for the import figures. Representative years, often 
prewar years, must be selected and these will not be the same for all commodities 
‘The discussion already presented regarding evidence as to an increase in imports 
is applicable here also. 

As more fully pointed out hereinafter, the fact that an absolute increase in 
imports has been accompanied by little or no increase in the ratio of imports to 
production does noi necessarily indicate that no injury has been caused. Do 
mestic production may have been maintained only at the expense of a lowering 
of wages or profits, or both. 

In some instances, for reasons set forth in the section on “Determination of the 
producing group or groups to be considered,” the ratio of imports to production 
may need to be considered not merely for the country as a whole but for certain 
particular areas or certain special branches or segments of the industry. 

In addition to the trend of the ratio of imports to domestic production, infor 
mation on other underlying competitive conditions will often be important as 
indicating the nature and degree of the injury (if any) which has been caused, 
and more especially as indicating whether injury is threatened. These factors 
are discussed in the next two sections. 

Costs of production.—Information regarding differences in the total delivered 
costs of imported and domestic products will be of much significance in this con 
nection, whenever it can be readily obtained. In most instances, however, com 
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plete cost comparisons, similar to those undertaken under section 336 of the 
tariff act, will not be possible in investigations under Executive Order 9832. The 
determination of precise cost differences is at best difficult, because of the com- 
plex questions which are likely to arise regarding the comparability of the domes- 
tic and imported product, the allocation of general and overhead Costs to particu- 
lar joint products or byproducts, the method of averaging costs of different pro- 
ducers, the appropriate markets to which to compute costs of transportation, and 
other matters. The fact that it usually takes months to make any close com- 
parison between total domestic and foreign unit costs will in itself in most 
instances rule out any attempt to get complete data. In some instances, however, 
t may be possible, without undue difficulty, to compare costs of representative 
United States concerns with invoice prices of imported products, including in 
both instances transportation and other charges involved in getting the goods 
to competitive markets. 

Even where average total costs cannot be obtained in an investigation under 
Executive Order 9832, light on the subject may in some instances be gained from 
comparison of Changes here and abroad in particular cost elements, such as major 
raw materials, wages, and transportation charges. However, the extent to which 
changes in a particular cost element are significant may depend upon the changes, 
if any, in other cost elements, in the domestic or in the foreign industry, for 
which adequate data are lacking. For example, it may be impossible to obtain 
idequate information as to changes in technology, and consequently in produ 
tivity of labor. 

Price trends and conditions of supply and demand.—Determination as to 
whether injury has occurred or is threatened by reason of increased imports 
will often be facilitated by comparison of price movements here and abroad and 
of price Movements in this country of imported and competing domestic products 
by ascertaining what methods of marketing the foreign goods are being prac- 
ticed and by a general study of conditions of demand and supply here and abroad. 
Such price and market data may be particularly important as indicating whether 
the increase in imports is likely to continue or even to accelerate. 

In determining whether import competition is causing, or threatening, serious 
njury to domestic producers much may depend on whether the increase in imports 
occurs in a time of rising prices and rising prosperity, in business generally or in 
the particular industry concerned, or whether it occurs in a period of declining 
prices and prosperity. 

In studying prices of particular articles account must be taken, especially in 
times like the present, of general trends of commodity prices. Such general 

iusal factors as changes in exchange rates of foreign currencies and the desire 
of foreign producers and foreign governments to obtain dollar exchange must be 
given due weight. 

Conditions of supply and demand, here and abroad, may often be illuminated 
by data as to new investments in the industry, changes in the capacity and char- 
acter of the equipment, and changes in stocks on hand. Regard must be given 
to whether a rise or a fall in demand for the particular article, here or abroad, 
s due to special technical factors, such as changing consumer tastes, the introduc 
tion of new substitutes, and the like. In some special instances other questions 
| have to be considered (particularly as regards threat of injury, such, for 
Xample, as whether foreign producers have or have not other available markets 

their goods or whether the foreign industry is operated by the state. 

Changes in production, employment, wages, and profits—Judgment as to 
whether injury has actually occurred must in most instances depend largely on 
data regarding production, employment, wages, and earnings of the concerns in 

e domestic industry, and the changes therein, in the light of the particular 

rcumstances surrounding each case. Adequate information with respect to 

e of these matters may sometimes not be readily available. In some cases 

t may not be sufficiently up to date, especially if the competitive impact of in 

reased imports has been sudden. Nevertheless available data will often be suffi- 

ent to indicate whether or not injury has already occurred. On the other hand, 

even. complete and up-to-date information on these matters will often not reflect 

the degree to which increased imports threaten serious injury to domestic pro 
lucers which has not yet actually occurred. 

It is particularly important to note that an increase in imports May cause or 
threaten serious injury notwithstanding the fact that production and employ- 
nen in the competing domestic industry may remain undiminished. Production 
ind employment may have been maintained only at the expense of cuts in wages 
r in profits, or both, sufficient to keep prices competitive with those of imports. 
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Employers or employees, or both, may thus have suffered loss in income involving 
real injury. 
CONCLUSION 


An attempt has been made in this report to state in general terms the nature 
of the criteria which the Tariff Commission believes will enable it to form ; 
judgment as to whether or not the escape clause should be invoked and, j 
invoked, the character of the relief, if relief is found warranted, which should 
be afforded. Such a statement cannot be all-inclusive. American industry and 
agriculture are too large and too varied to permit at this time more than an 
indication of the various types of situations which might warrant action under 
the clause. The Commission will be receptive to any evidence offered by pro- 
ducers, importers, or others regarding the relationship between imports and 
domestic production that may have a bearing on the effect of increased competi- 
tion resulting from a concession made in a trade agreement. It does not intend 
by this report to suggest the exclusion of any information which interested parties 
may consider relevant. 


\ 
f 


APPENDIX 
Text of Article XIX of the Geneva General Agreement on Tariffs and Trade 
EMERGENCY ACTION ON IMPORTS OF PARTICULAR PRODUCTS 


1. (a) If, as a result of unforeseen developments and of the effect of the 
obligations incurred by a contracting party under this Agreement, including 
tariff concessions, any product is being imported into the territory of that con- 
tracting party in such increased quantities and under such conditions as to 
cause or threaten serious injury to domestic producers in that territory of like 
or directly competitive products, the contracting party shall be free, in respect 
of such product, and to the extent and for such time as may be necessary to 
prevent or remedy such injury, to suspend the obligation in whole or in part or to 
withdraw or modify the concession. 

(b) If any product, which is the subject of a concession with respect to a 
preference, is being imported into the territory of a contracting party in the 
circumstances set forth in subparagraph (a) of this paragraph, so as to cause 
or threaten serious injury to domestic producers of like or directly competitive 
products in the territory of a contracting party which receives or received 
such preference, the importing contracting party shall be free, if that other 
contracting party so requests, to suspend the relevant obligation in whole or 
in part or to withdraw or modify the concession in respect of the product, 
the extent and for such time as may be necessary to prevent or remedy such 
injury. 

2. Before any contracting party shall take action pursuant to the provisions 
of paragraph 1 of this Article, it shall give notice in writing to the CONTRACTING 
PARTIES as far in advance as may be practicable and shall afford the con?TRACct- 
ING PARTIES and those contracting parties having a substantial interest as ex- 
porters of the product concerned an opportunity to consult with it in respect 
of the proposed action. When such notice is given in relation to a concession 
with respect to a preference, the notice shall name the contracting party which 
has requested the action. In critical circumstances, where delay would cause 
damage which it would be difficult to repair, action under paragraph 1 of this 
Article may be taken provisionally without prior consultation, on the condition 
that consultation shall be effected immediately after taking such action. 

3. (a) If agreement among the interested contracting parties with respect fo 
the action is not reached, the contracting party which proposes to take or 
continue the action shall, nevertheless, be free to do so, and if such action is 
taken or continued, the affected contracting parties shall then be free, not later 
than ninety days after such action is taken, to suspend, upon the expiration of 
thirty days from the day on which written notice of such suspension is received 
by the CONTRACTING PARTIES, the application, to the trade of the contracting 
party taking such action, or, in the case envisaged in paragraph 1(b) of this 
Article, to the trade of the contracting party requesting such action, of such 
substantially equivalent obligations or concessions under this Agreement the 
suspension of which the CONTRACTING PARTIES do not disapprove. 

(b) Notwithstanding the provisions of subparagraph (a) of this paragraph, 
where action is taken under paragraph 2 of this Article without prior consulta- 
tion and causes or threatens serious injury in the territory of a contracting 
party to the domestic producers of products affected by the action, that contract 
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jing party shall, where delay would cause damage difficult to repair, be free 
to suspend, upon the taking of the action and throughout the period of con- 
sultation, such obligations or concessions as may be necessary to prevent or 
remedy the injury. 

EDITORIAL NOTE 


Executive Order 9832, frequently referred to in this document, has been superseded by 
Executive Order 10004 of October 5, 1948, which order has been in turn superseded by 
Executive Order 10082 of October 5, 1949. Although there are verbal differences between 
the paragraphs of Executive Order 9832 referred to herein and the corresponding provisions 
of Executive Order 10082, the basic substance remains the same; accordingly, to save 
printing costs, we have refrained from chan; ging the various references to the Executive 
order. The substance of paragraphs 1, 2, and 3 of Executive Order 9832 are contained in 
paragraphs 10 and 13 of Exeeutive Order 10082. Copies of Executive Order 10082 are 
available upon request addressed to the United States Tariff Commission. 


Mr. Ryper. I think you will find that we go about work under the 
escape clause in the broadest possible way. I will read what we say 
in the criteria report in regard to changes in production, employment, 


wages, and profits. That “corresponds | somewhat to this provision in 
this subsection (c). [| Reading: | 


Judgment as to whether injury has actually occurred must in most 
depend largely on data regarding production, employment, wages, and earnings 
of the concerns in the domestic industry, and the changes therein, in the light 
of the particular circumstances surrounding each case. Adequate information 
with respect to some of these matters may sometimes not be readily available. 
In some cases it may not be sufficiently up to date, especially if the competitive 
impact of increased imports has been sudden. Nevertheless, available data will 
often be sufficient to indicate whether or not injury has already occurred. On 
the other hand, even complete and up-to-date information on these matters will 
often not reflect the degree to which increased imports threaten serious injury 
to domestic producers which has not yet actually occurred. 


instances 


Then it continues: 


It is particularly important to note that an increase in imports may cause or 
threaten serious injury notwithstanding the fact that production 
ment in the competing domestic industry may remain undiminished. 
tion and employment may have been maintained only at the expense of cuts in 


and employ- 
Produc- 


wages or in profits, or both, sufficient to keep prices competitive with those of 
imports. Employers or employees, or both, may thus 
income involving real injury. 

Senator Minirqr. Those things could all occur and still a claimant 
might be losing his proportion of the market, could they not ¢ 

Mr. Ryper. How was that! 

Senator Minurkin. I say, those things could all occur and at the 
same time the applicant for relief might be losing a part of his mar- 
ket. He might maintain his employment—— 

Mr. Ryper. That was my understanding of what was said there. 

Senator Mittin. That is correct, then ¢ 

Mr. Ryper. Oh, yes. [|For correction of this answer see end of 
testimony on April 5. | 

In other words, if you will read our report on criteria, I think you 
will find we have considered almost every factor which may arise. 
The Commission takes the work under the escape clause very seriously, 
and it is one of the most difficult tasks that I have ever tried to 
accomplish. 

We have done the best we could under the circumstances; and I] 
think a reading of our criteria report will make clear the way we go 
into the matter of every application that is filed with us. 

I ee to refer further to the provision of subsection (c) that a 
conan in production, employment, and wages, and so forth, shall 
be sateen as evidence of serious injury. Even if all the factors named 


SOST8—51 pt. 2-——-23 


have suffered loss in 
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are to be connected with import competition, the question whethe 
these factors could properly be taken as evidence of serious injur\ 
would depend upon the degree of the decline and upon the cireun 
stances under which it occurred. If there were any decline, ther 
might be some injury, but whether the decline could be taken as mec 
tive of serious injury would depend upon the extent of the decline 

the circumstances under which it occurred. 

It would seem to me doubtful whether the factors mentioned 
subsection (c) should be laid down as criteria without reference to 
the other factors, the many other factors, involved. That is all | 
have to say on the Bailey amendment. 

The Cuarrman. Are there any questions? Are there any qu 
tions the committee wishes to ask on this point ¢ 

Senator Miuurkin. Before we come to this particular section, | 
notice that at the outset of your testimony you said that the Commi 
sion has been traditionally a fact-finding Commission ; is that correct / 

Mr. Rypver. That is right. 

Senator Muiaxiy. And that is more or less called for by the law 
setting up the Commission; is that not correct 

Mr. Ryver. Oh, yes; that is correct. 

Senator Mitiikin. Then why does the Commission want to partici- 
pate in the negotiation of concessions on both sides ¢ 

Mr. Ryper. Well, I discussed that with you, I believe, the last time 
I appeared before the committee, you know. 

The Commission, as such, does not participate in any phases of the 
trade-agreements work. The experts of the Commission, however, 
serve with the country committees in the negotiations to supply them 
information which may be needed in holding up our claim to see that 
we do not want to go further in-the offers that we are making. 

Senator Mituikiy. Commissioner, is it not the fact that employees 
of the Commission are sitting on these country committees and taking 
part in the actual negotiations ? 

Mr. Ryper. Yes, but what they actually do, Senator, varies from 

negotiating team to negotiating team. 

Senator MILLIKIN. Yes. 

Mr. Ryper. But the usual thing is that the negotiation is carried o1 
entirely, practically entirely, by the head of the team who is a Stat 
Department man. 

Senator Miuuixrn. Are there not instances where Commission em- 
ployees actually participate in the negotiations 4 

Mr. Ryper. It would depend on what you mean by “participation.” 

Senator Minuikin. Well, the country committee is sitting around, 
let us say, with another country committee, and on our country com 
mittee I suggest you will find from time to time an employee of the 
Commission who is participating actively in the bargaining that goes 
back and forth between those two committees. 

Mr. Ryper. No; only in the sense that he is present and gives | 
formation to the head of the team, and maybe on occasion might be 
called upon to explain a certain matter by the head of the team—in 
that sense he participates in the negotiation. 

Senator Mitirkrn. That is the full extent of his participation ‘ 

Mr. Ryper. That is ordinarily true. 

Senator Mitiikin. He does not try to persuade a concession ? 

Mr. Rypver. I do not think so; no. 
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Senator Minzik1n. We ought to have a pretty good answer on that. 
Mr. Ryver. I, of course, have not been present at all the negotia- 
tions, but I know that is the general rule; what I have stated is the 


general practice. 


Senator Mituix1n. Then, as a matter of general practice, the em- 
ployees of the Commission do not participate in the bargaining ¢ 

Mr. Ryper. Not in the sense of actually conducting the negotiations. 
They assist in it by giving information and by being « on occasion called 
upon to explain something, and doing so. 

Senator Minuikry. But do they not at times actually contribute 
to the persuasion process that brings about an agreement / 

Mr. Ryper. I cannot say; I cannot give you a universal answer. 
Ordinarily they do not. 

Senator Minin. But in some cases would you say that they do? 

Mr. Ryprer. That is possible. 

Senator MILiiKin. Yes. 

Mr. Ryper. I would doubt that it very often happens. If it hap- 
pens I am sure it happens very infrequently. 

Senator Miitiikrn. Then under your own explanation of what you 
think is going on you could have no objection to a provision of law 
that prevented the Commission employees from taking part in the 
bargaining process, could you ¢ 

Mr. Ryprr. Well that de ypends on how you interpret the language 
you use. They way we had previously, there was some doubt whether 
our men could effectively supply the information needed and the help 

eded in the negotiation. 

 Saeuene Mixtuikin. Mr. Commissioner, I suggest, there has never 
been any doubt because the law specifically said you gentlemen 
are at liberty to supply information to anybody who is interested in 
this proces and it is not required that you stay here at home when 
there is a negotiation abroad. You could sit at the elbow of — 
you wanted to and supply him with information. Now you tell 1 
that that is what they do and so, going that far, you are complying 
with the law, and apparently you approve of that and appare ntly it 
is your impression that they do not take part in the actual bargaining 
back and forth, and apparently you do not want them to take part 
in the actual bargaining back and forth because you are a fact- 
finding commission and hence what is the objection to a provision 
that says you shall not take part in the actual negotiation / 

Mr. Ryper. Well, the last time when we had the provision pro- 
hibiting the Commission experts from participating in negotiations, 
we did send 10 or 12 of our experts over to Annecy in the negotiations. 
They assisted the negotiating teams. I got the impression that it 
was more difficult to assist effectively than it was when they were a 
member of the team. 

It may not make a great difference, Senator. In any case, there 
is not any Sationicibie in the sense that we are giving something. It 
has already been decided what is to be given. All you can do is to 
try to get the other fellow to give you more for what you have offered 
and to try to prevent the 

Senator Mitzi. That is it exactly. How do you reconcile that 
with the fact-finding function of the Commission ¢ 
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Mr. Ryper. Well, in doing that, as I envisage it, there are certain 
facts which our experts haye, and can set forth to better advantage 
than anyone else, and they are called upon to give those facts and to 
give them to the head of the team or maybe they may be called upon 
sometimes to state them to the negotiating team of the foreign coun- 
try. I do not see that that is departing from a fact-finding function. 

Senator Mitur«ry. If that is the function, that is what the law 
says they should do; the law did say they should not negotiate, which 
is a further step of trying to persuade the fellow to accept a conces- 
sion of some kind in return for giving us a concession in a field where 
you have no jurisdiction at all, to wit, in getting concessions from 
other countries. 

Mr. Ryper. Yes. 

Senator Mittikin. So I repeat my question, what can be the ob 
jection to spelling that out in the law / 

Mr. Ryper. Well I have already stated that I think your men are 
freer and more likely to be of assistance if they are members of the 
committee, but I do not know that it isa vital question. 

Senator MILLIkin. So it doesn’t make any difference. 

Mr. Ryper. I would not say it would not make any difference; no, 

Senator Mituikin. I think that the Congress is entitled to your 
view on this. The whole burden of your testimony is that it is not 
vital, that is No. 1. Second, that under your view of it, although 
you will not say there may not be an instance to the contrary, under 
your view of it these employees of the Commission do not engage in 
the actual bargaining; they sit there and supply information. 

Mr. Ryper. That is right; that is their normal function. 

Senator Minuit. Yes. 

If that be true, then what is the objection to saying so in the law? 

Mr. Rypver. Well, I can see one difficulty. You have, when you 
are negotiating with a country, you have their country team there. 
and they are insisting that we should give them a greater concession 
than we are offering them on a given product. 

Senator MitirKin. That is right. 

Mr. Ryper. Now, if they are merely to supply information, the 
probabilities are that our experts would not feel free, if the chair- 
man of our negotiating committee asks them to make a statement 
as to why we cannot go any further and give the facts in regard to 

, they would not feel free; they could not do it. They could give 
it ‘to the chairman of that committee, and he could retail it to the com 
mittee, but he might not do it as well as our men. 

Senator Miiuikin. The only greater freedom under your own 
testimony, Mr. Commissioner, I suggest, is that greater freedom of 
stepping over and trying to persu: ade the other fellow to accept a 
concession that we are willing to make in return for a concession that 
we want them to make. 

Mr. Ryper. No. What I was trying to say was that I do not think 
our men get into that field particularly because that is the field of the 
Department of Commerce; but what they are 

Senator Mitirkin. Mr. Commissioner, you are always hanging 
words like “particularly” onto your answer. I think we ought to 
have a clean-cut answer as to whether they do or do not take part in 
the bargaining process; that is all I am talking about. 
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Mr. Ryper. I have told you what, in my view, and I think it is cor- 
rect, is the way they participate. 

Senator Mintikin. Yes. Am I correct in saying that they par- 
ticipate as fact suppliers? 

Mr. Ryper. That is right. 

Senator Mititkin. And do not participate as negotiators / 

Mr. Ryver. That is right. My difficulty, Senator—I will be per- 
fectly frank about it, my difficulty—is in separating the two fune- 
tions, because a part of the negotiation is a statement of the facts. 
and our men are the more capable of stating the facts as to why we 
cannot give a greater concession, than anyone else is. 

Senator Mitiikin. Mr. Chairman, there is no difficulty in my think- 
ing about that at all. Mr. Benson is the minority clerk of this com- 
mittee. He sits here armed with several feet of facts. If I want a 
fact I turn to him and I say, “Mr. Benson, please let me have that 
fact,” and he participates not at all in the negotiation that is going on 
between you and me right now. There is no difficulty in asking for 
facts. There is no difficulty in having someone sit at your elbow and 
supply the facts, is there ¢ 

Mr. Ryver. But there is this difference. The few times that I have 
myself observed negotiations—I did not take part actively, but in one 
negotiation, and that was the first one with Czechoslovakia, which 
went by the board when the World War began. I did just what | 
have told you a minute ago as to how Commission experts participate 
in the negotiations. 

It is very difficult to get a leader of a team, who is usually a Foreign 
Service employee of the State Department, to get him to grasp fully 
the facts in regard to the domestic situation, which has to be given— 
it would be much better if it can be given by our man if he is called 
upon to do it, rather than to get him to whisper it to the chief negotia- 
tor. ‘There is that much difficulty. 

Senator Kerr. You think you might even have a thought that the 
negotiator was not aware of, and there might be something about it 
that would cause you to want to give him that information ? 

Mr. Ryper. That is possible; yes. 

Senator Mituikiy. Then when he would do that he would sit there 
merely to supply a fact; is that the point ‘ 

Mr. Ryper. To supply a fact. 

Senator Mitzictn. To use that fact. 

Senator Kerr. To make a suggestion. 

Mr. Ryper. That is right, to make a suggestion; yes, sir. 

Senator Mriurktn. Would he sit there to use that fact to persuade 
the other fellow or as a part of the process of the persuasion ? 

Mr. Ryper. He would use that fact, I would say, to convince—in 
the process of convincing—the other fellow that that was as far as we 
could go in making a concession. 

Senator Kerr. If it were a fact that threw some light on the ques- 
tion you would not want something that would automatically put a 
bushel over the light ? 

Mr. Ryver. That is all I have ever felt about it. Maybe I am 
wrong. 

Senator Mmurxrn. Let us take that. That, I think, is all right. 
All you want to do is to supply the facts to the negotiators; is that 
correct ? 
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Mr. Ryver. To both sides. You are called upon—— 

Senator Mitirkrn. To both sides? What do you mean by “bot 
sides” ? 

Mr. Ryper. Well I will give you an illustration. In this one n 
gotiation in which I participated as a member of a negotiating team, 
I was on a few occasions called upon by the chairman of the negotia 
ing team to state what the situation was with regard to a certa 
thing, and I did so, and I did it much bettter than he could have do: 
it, and I think it had some effectiveness. 

Senator Miniixin, Well you were supplying the information. 

Mr. Ryper. It was information. 

Senator Mitiixryx. Of course, you have no legal duty to supp) 
information to representatives of other countries - 

Mr. Ryper. Oh, no. 

Senator Mriurk1n. In these negotiations. That is what I was driy 
ing at when I asked you about supplying the other fellow with 
information. 

Mr. Ryper. That is right. 

Senator Minuixiy. You will agree to that, will you not? 

Mr. Ryper. All that we do—I will agree that all that the Tariff 
Commission representatives do—at least “ordin: irily is to supply facts 
and in most cases the facts are supplied to our delegation or the head 
of our delegation. But on occasion he may be called upon to explain 
a certain matter or to tell why we cannot do more than so much on a 
certain thing, and give a group of facts to the other side. 

Senator Mitiixin. When he is doing that, he is supplying facts. 

Mr. Rypver. That is right. 

Senator Miniikin. Would you say it is never his duty and not your 
intention that he shall persist, that he shall participate in, the sales- 
mi inship or the bargaining or the persuasions incident to a negotia 
tion? 

Mr. Rypver. Well, my difficulty is in separating the two. In m) 
own mind I cannot separate the two. The statement of the facts, 
such as I have indicated, is a part of a negotiating process. 

Senator Kerr. You think that the statement of facts itself might 
constitute a persuasive effort ? 

Mr. Ryper. That is right. 

Senator Kerr. And you would not want to be bound? 

Mr. Ryper. In fact, I think that is the only persuasive evidence 
you can give in most cases. 

Senator Kerr. You would not wish to be bound to withhold the 
facts merely by reason of the fact that the statement of it might be 
persuasive ¢ 

Mr. Ryper. That is right. 

Senator Minti. Mr. Commissioner, there is no suggestion here. 
and there is not in the law, and there never has been, that any facts 
should be withheld. 

Mr. Ryper. I know that. 

Senator Mizzixtn. Now, if we can agree, and we should be able to 
agree quickly, that your function is limited to supplying facts and 
not to participate in the persuasions and policies and bargaining 
incident to reaching the conclusion of a negotiation, we have no dif- 
ference between us at all, and all I am trying to find: out is whether 
we do agree on that. 
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Mr. Ryper. Well, we agree on it if you can separate the arguments 
in regard + the facts from the persuasion and negotiation, but I can- 
not do it. I do not think they can be npr ated; that is my view. 

Senator Minturn. If you spol the facts, and if the negotiating 
team, which is to do the salesm: anship, if it has the facts avail: ible, 
either from the negotiator at its elbow or from a letter that you 
write from the Commission, or however it may be, you have con- 
tributed your function, have you not? 

Mr. Ryper. We contribute our function by a statement of facts, 
and supplying the facts needed in the negotiations; and the only dif- 
ference between us is my view of it that it is easier to do that if you 
are a member of the negotiating team than if you are not, that is all. 

Senator Kerr. If he is going to be completely muzzled, you might 


just as well write out a memorandum and send it over there, and you 
stay home. 

Mr. Ryper. Pretty well. 

Senator Mitiikrx. There is no muzzling in the process. Your em- 
ployee sits at the elbow of the negotiating team. 

Mr. Ryper. Yes. 

Senator Mriiiikinx. Somebody asks for a fact, and he supplies it. 
He can do that just as well sitting at the elbow as being a member of 
the team, can he not ? 

Mr. Ryper. That is what being a member of the team consists of. 

Senator Mitiikin. Well, let me have an answer to my question. So 
far as the supply of facts is concerned, can he not supply those facts 
sitting at the elbow of the negotiators, just as well as if he were a 
member of the team 7 

Mr. Ryper. Of course, he can if he is perfectly free to do the same 
thing that he does now. 

Senator MitirKin. Yes. 

Mr. Ryprr. Then, of course, it would not make any difference. 

Senator Mitiikix. Then, I suggest, Mr. Commissioner, there is no 
reason why the law should not spell out that your business, as you 
have stated it is, is to supply facts. Certainly you would not say that 
it is the business of the Commission to take over the negotiation of 
our foreign relations. 

Mr. Ryper. Well, the Commission does not take any part in it at 
all. It loans its experts to these committees. 

Senator Minuikin. I am talking about—I would rather have 
the Commission take part than to have a lot of anonymous employees 
occupy an important role in the negotiation of our foreign affairs, be- 

cause I know the Commissioners but I do not know the anonymous 
employees. 

Mr. Ryper. You have the same—in a different way, Senator, you 
have the same situation when you have, as we had in 1922 and 1930 
a general congressional revision of the tariff. 

The Tariff Commission, as such, did not participate in that pro- 
ceeding or have anything to do with it, but it loaned its experts to 
the committees of Congress to supply them with all the facts and all 
the data on everything that they needed. 

Senator Minirkin. Yes. 

Mr. Ryper. And manifestly the Commission itself could not be 
responsible for that. 

Senator MitiuiKrn. The law tells you to do that, does it not ? 





1336 TRADE AGREEMENTS EXTENSION ACT OF 1951 


Mr. Ryper. Yes. 

Senator Miiurk1n. That is a natural function? 

Mr. Ryper. Yes, and that is what we do now. That is a similar 
thing to what we do in connection with the trade agreements. 

Senator Mirurkrn. Mr. Benson has just handed me some facts, 
which I assume are facts, because they are printed, and having re- 
ceived those facts, I will proceed to use them in my negotiation with 
you. 

Mr. Ryper. Fine. 

Senator Minz1K1n. I understand that our negotiating team with the 
United Kingdom has on it Loyle A. Morrison, Chief, Economies Di- 
vision, United States Tariff Commission, is that correct? That was 
at Geneva. 

Mr. Ryper. That was at Geneva. He is now our Director of In- 
vestigation. He was then Chief of the Economics Division. 

Senator Minzirkin. That is what it says, and all of these entries go 
to Geneva, and we will determine whether there is any change in 
principle after we run through this. 

Next is Carl J. Whelan, principal economist, United States Tariff 
Commission, who was on the negotiating team with Canada, 

Mr. Ryper. Canada, I believe. 

Senator Miriirkry. Is that correct ? 

Mr. Ryper. Yes. 

Senator Mitiikin. Wentworth W. Pierce, senior economist, United 
States Tariff Commission. 

Mr. Ryper. Australia. 

Senator Minurk1n. The southern Dominions. 

Mr. Ryper. That is right. 

Senator MiuuiK1n. David Lynch, principal economist, United States 
Tariff Commission. Say, you have got a lot of principal economists. 
Who is the principal over there? 

Mr. Ryper. That is a civil service designation; we are not respon- 
sible for that. Blame it on the law. 

Senator MitxiK1n. Principal economist, United States Tariff Com- 
mission, India, is that correct ? 

Mr. Ryper. Lynch? Who was that, Lynch? Yes; that is right. 

Senator Mitur«in. Willard W. Kane, commodity specialist, United 
States Tariff Commission, France. 

Mr. Ryper. Right. 

Senator MrtuiK1n. Prentice N. Dean, principal economist, United 
States Tariff Commission, Belgium and Holland, is that correct ? 

Mr. Ryper. That is correct. 

Senator Minin. David Lynch, that is the same gentleman, I as 
sume, principal economist, United States Tariff Commission, Lebanon 
and China, is that correct ? 

Mr. Ryper. That is correct. 

Senator MmuiK1in. Allyn Campbell Loosley, principal economist, 
United States Tariff Commission, Brazil and Chile. 

Mr. Ryprr. Yes. 

Senator Tarr. Are those gentlemen stationed there? 

Mr. Ryper. No. These were assigned with respect to these various 
country committees that the Senator just named. 

Senator Miniikin. They sit as part of the team that negotiates the 
concessions, if there are any concessions, and they sit there to negoti- 
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ate what we get from the other fellow as well as what the other fel- 
low gets from us. 

Then we have Anthony B. Kenkel. He is just an ordinary econ- 
omist: economist, United States Tariff Commission, Cuba. 

Mr. Ryper. They did him wrong. 

Senator Miuurkin. They cert: tinly violated the protoc ‘ol. [Laugh- 
ter.| Then Louis S. Ballif, Chief, Technical Service, United States 
Tariff Commission, for Norway, is that correct ¢ 

Mr. Ryper. Yes. Heisright here. 

Senator MintuiK1n. Is that correct ? 

Mr. Ryper. That is right. 

Senator Minurkry. All right. So that you had highly placed 
employees of the Commission on these negotiating teams, are you 
not prepared to say that they did not go beyond the power of merely 
supplying facts ? 

Mr. Ryper. It depends on what you mean by “supplying facts.” I 
do not think, in general, taking it from a broad general point of view 
I doubt if they did. 

Senator Kerr. As you understand it, they did not ? 

Mr. Ryper. That is right. 

Senator Mintirkrn. And you would not want them to, is that right ? 

Mr. Rypver. Asa general rule, yes. 

Senator Mitir«1n. Then, if the law confines you to supplying facts, 
you are content with the law, is that correct ? 

Mr. Ryper. If it is clear that they can act as they are doing now 
and can be free to give information in the course of negotiations when 
called upon to the other side as well as to the American delegation, 
then I have no objection if that can be made clear. 

Senator Minturn. If the law is clear that they shall supply the 
facts, and are limited to supplying the facts, you ‘have no objection, 
is that correct ? 

Mr. Ryper. That is right, if you made it clear. 

Senator Kerr. If it was made clear that they were not limited. 

Mr. Ryper. That is right. 

Senator Miniikin. If it was made clear that they are not limited 
in supplying facts, is that right ? 

Mr. Ryprer. That is right, if not limited at all in that respect. 

Senator Minurkin. Wait a minute. Not limited at all in supply- 
ing the facts. 

Mr. Ryper. At all. If called upon, they can give them to the 
other side. 

Senator Kerr. Or if they think about it, they could do it on their 
own initiative. 

Mr. Ryper. That is right. 

Senator Mitirkin. You would not want them to supply facts to 
the other side unless the negotiating team requested them to, would 
you? 

Mr. Ryper. As a matter of fact, my observation is that negotia- 
tions between two countries are fairly rigidly controlled, and one man 
on the team would not speak up until he has been invited to by the 
chairman of the delegation. He might suggest to the delegation 
that he would like to do it, and if the chairman permits him to do it, 
he would do it. 





1338 TRADE AGREEMENTS EXTENSION ACT OF. 1951 


Senator Minturn. If the chairman says to Mr. Benson, “Ther 
are some facts here that seem to be pertinent. Will you please suppl) 
them to the other gentlemen?” I do not see that there could be an\ 
objection to that. But I am just trying to make clear that whic! 
seems so obvious to me, that you have no right to be supplying facts 
to the other side in a negotiation where we are trying to limit ow 
concessions, I assume, and expand our export concessions. 

Mr. Ryver. That is right. 

Senator Mritxuikin. Is that correct ? 

Mr. Ryper. As a matter of fact 

Senator Mitxirk1n. Is that correct ? 

Mr. Ryper. That is right. The way it works is I doubt if the 
Commission representative es would ever be called upon for much in 
formation regarding the concessions requested. We specialize in 
imports. 

Senator Kerr. Is this correct: That the facts that either you suppl) 
on your own initiative, if permitted, or called upon by the chairma 
of the American team, when those facts are asked to be given to the 
other side, are facts which will help us secure the objectives we seek / 

Mr. Ryper. That is right; and our men would be called upon, | 
would say, almost exclusively to explain why we could not give a 
greater concession or could not give any concession, possibly, on a 
given article. 

Senator Kerr. Or what facts might exist that would be persuasive 
to cause the other side to give us some concession we seek. 

Mr. Ryver. Well, I doubt if we would be called upon for the latter. 
That is the field of the Department of Commerce. 

Senator Kerr. I see. 

Mr. Ryper. And I doubt if we would be called upon for that latter 
type of information. 

Senator Miniixiy. Mr. Commissioner, you have no authority at 
all under any theory of the case in supplying facts or otherwise to 
be negotiating what the other fellow should concede to us, have you! 

Mr. Ryver. Well, no; I would guess not. We are called upon to 
advise in regard to trade agreements, but we have been called upon 
to specialize in the import side of it, and I do not say that we are 
never called upon for information on the export side. It may be 
that. sometimes we have some information that the Department of 
Commerce does not have on that side. There are cases, no doubt, 
where that happens. 

Senator Miiurkin. But you have no jurisdictional authority—— 

Mr. Ryper. Oh, no. 

Senator MinirK1n (continuing). So far as our getting concessions 
from other countries is concerned. That is verfectly clear, is it not! 

Mr. Ryper. Well, the law does not specify. There is nothing in 
the law that specifies that the Commission’s experts’ activities should 
be limited to the import side of it. But I would say that the fact 
that we have always—the general law gives us that field, and that is 
the field that has been given us in the negotiations, and we confine 
ourselves to that field. 

Senator Mriur«rn. You have no hunger to get outside of the field 
of the law? 


Mr. Ryper. Oh, no. 
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Senator MiniiK1n. That the law limits for you, do you? 

Mr. Ryper. No. 

Senator Mittin. Let me then ask you again the same question I 
asked you before: If the law as it now stands makes it clear that 
your function is one of supplying facts and is not one of engaging 
in persuasion or meena if the law makes that clear, you have no 
objection to the law ? 

Mr. Ryper. No; I cannot say that I do, except that I think that you 
are trying to make a distinction which does not exist. 

Senator Mituixiy. If the law makes it clear that your function is 
to supply facts, what do you want to do other than supply facts? 

Mr. Ryper. That is all. 

Senator Minuikrin. All right. Then if the law makes that clear— 
and let us not decide that between ourselves, but if the law makes it 
clear—that your function is limited to supplying the facts, you have 
no objection to such a law, do you ? 

Mr. Ryver. No; if it is made clear that we can supply those facts in 
any way that may be necessary in the negotiation. As I state again, 
my difficulty is in separating the statement of facts from persuasion. 
In fact, the only persuasion that I know that is ever used to any 
oveat extent in these things is the statement of facts. 

Senator Miixtn. Oh, Mr. Commissioner, did you ever trade a 
horse ? 

Mr. Ryver. No; I did not have that privilege. 

Senator Muz1kry. Did you ever engage in any species of trading? 

Mr. Ryver. I have traded a few things. 

Senator Minitiktn. When you trade a horse, and you look to me like 
a pretty good horse trader, when you trade a horse, Mr. Commissioner, 
you do not come out with a bundle of facts and things like that. When 
you are persuading this fellow to take your spavined, old, ring- 
tailed horse in trade for a much better one, or for an excessively large 
sum of money, there is a process of persuasion that goes on. 

Senator Kerr. Mr. Chairman, as a member of the committee friendly 
to the witness, I feel that he is entitled to be advised that he is not ob- 
ligated to answer that question. [ Laughter. | 

Mr. Ryper. Well, I would say this, that the Tariff Commission rep- 
resentative would not be called upon to use the persiflage that might 
be necessary to use in the negotiations. 

(Discussion off the record.) 

Senator Mi1zik1n. Now, coming back on the record, if the law— 
and you and I do not need to determine the clarity of the law: we 

could not even if we wanted to—if the law as it is now or as it might 
be amended makes it clear that your function is confined to the sup- 
ply of facts, you would be content with that. 

Mr. Ryper. That, as far as the negotiations are concerned, if that 
is made clear that they can partic ipate freely in helping the negotiat- 
ing team with a statement of fact, I do not know that I would have any 
objection to that. 

There is another phase of it, though, which I would like to be thor- 
ough and frank about, as I wish to be thorough and frank about 
everything. 

Senator Mitr. You are, Mr. Commissioner. 

Mr. Ryver. The main parts of these decisions are made not in the 
negotiations; they are made by the trade-agreements committee. 
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Then the trade agreements committee acts upon recommendations 
from the country committees. Now, the country committees later 
become the negotiating teams. 

Our experts serve on those committees under the present law. 
Under the preceding law, the Trade Agreements Extension Act of 
1948, they were not permitted to serve on those committees. 

Senator Mitzrkin. They were never prohibited from supplying 
facts. 

Mr. Ryver. I will come to that. 

Now, under the Trade Agreements Extension Act of 1948 they were 
prohibited from being members of the committee and participating in 
it except to supply facts. Their main difference—I think there were 
other differences probably, but the main difference was that the Tariff 
Commission representative could not vote on any question of how 
much concessions should be made. Now, that may be all right as long 
as you have the peril-point provision, because under the peril- point 
provision the Tariff Commission had already found a peril point, and 
mainfestly if he voted he would have to vote for that peril point. 

Senator Miturkin. Why should the Tariff Commission or an em- 
ployee vote on the facts which he has supplied ¢ 

Mr. Ryper. Well, there is this to be said in favor of it. The Tariff 
Commission representative presents the facts in regard to the domestic 
industry, and when there is a division in the committee on the ques- 
tion of how great a concession can be made, he is usually on the a of 
conservatism. In other words, the participation of the Commission 
expert in the voting has a moderating effect on the concession, That 
is the situation. 

Senator Kerr. What you are doing is supplying the facts; is that 
right ¢ 

Mr. Ryper. And in the present case 

Senator Kerr. I mean at this particular moment. 

Mr. Ryprer. Yes; at this particular moment; yes. 

Senator Kerr. And you feel that you are rendering the best service 
in being able to do so without inhibition and without ‘limitation ? 

Mr. Ryper. That is right. 

Senator Minuikrn. I certainly would be the last person in the world 
to put any limitation on the supply of facts, and I shall only repeat 
my question, and I think we ought to have a straight-out answer witli- 
out these if’s, but’s, and maybe’s s, whether if the law makes it clear 
that is your function, and protects that function, you would be content 
with such a law. 

Mr. Ryper. Well, as far as the negotiations are concerned; yes. 
But I still think it would be advisable, and it probably would be in 
the interest of the domestic industry, to the protection of the domestic 
industry, if the Tariff Commission expert on the country committee 
could record his vote in regard to the concession. Manifestly, how- 
ever, with the peril-point provision in effect all he could do would be 
to vote for whatever the Commission had decided as the peril point; 
so it becomes a less important question when the Commission is re- 
quired to find peril points. 

Senator Minirkin. What you are moving over to is, so far as that 
vote is concerned, you are moving the Tariff Commission out of a 
fact-finding function into an agency for the executive department 
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of the Government in the negotiation of trade agreements; is that not 
so? 

Mr. Ryper. Well, I expressed my views on that at some length the 
last time I testified here and you and I had a long conversation on it. 
We do not need to repeat it. If you want to, however, I will be glad 
to go into it. ' a 

Senator Minuix1xn. What I want to do is: I want to find out if there 
are any qualifications in your mind to the simple proposition that if 
the law fully protects you and continues to authorize you to supply 
facts and fully protects your right to supply facts and limits you to 
the supply of facts whether that would be agreeable or whether you 
want some additional power and, if so, what it is. 

Mr. Ryper. Well, I think I have expressed myself over and over 
again as preferring the continuance of the present procedure and for 
reasons which I have given at various times. But, as I say, we, the 
Tariff Commission, always follow the law. The peril-point amend- 
ment is going into the law, and we have operated under it one time 
and we will operate under it again. When you have the peril-point 
requirement, this question of the extent to which the Tariff Commis- 
sion experts participate in the country committees becomes a less 
important matter. 

Senator Tarr. May I ask one question ? 

Mr. Ryper. Yes, Senator. 

Senator Tarr. As I understand this provision, you are referring to 
the provision of section 4. This restores the language of the act of 
1948 ? 

Mr. Rypver. 1948. 

Senator Tarr. That was the provision in effect for 2 years and then 
was taken out in 1950. 

During those 2 years, was this particular prohibition any embarrass- 
ment to the Tariff Commission ? 

Mr. Ryper. That prohibition did, in the way it was interpreted at 
the time, as I understand it, to some extent limit the freedom of our 
experts. 

Senator Tarr. I mean, did you have any difficulty about it? Did 
it make any difference to you ? 

Mr. Rypver. Oh, no. 

Senator Kerr. You just think you were made of less use or benefit 
to the program ¢ 

Mr. Ryprr. I do: yes. But that is, as I say, with the peril-point 
amendment in, with the peril-point provision in, that presents a some- 
what different situation. 

Senator MitirK1n. If you are limited, if you are protected in your 
right to supply facts and not limited so far as your supply of facts 
is concerned, you would not find any great ground for objection, 
would you ? 

Mr. Ryper. Our experts—I will put it this way: With the peril- 
point amendment in the bill, in the law, I see no great objection, 
although I would prefer it otherwise, to having our experts confine 
themselves to a statement of facts, providing that it is clear they shall 
be absolutely free to do it informally, as they have in the past. 

Senator Minur«1n. Informally what, Mr. Ryder? 
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Mr. Ryper. Informally. In other words, not to have it to be : 
written communication from the Commission to the country com 
mittee, or anything of that sort. 

Senator Miuixin. Well, there is nothing of that kind in the lay 
now, and there was nothing i in the law that prevailed when we hai 
the escape clause. 

Assuming you do not have the escape clause ? 

Mr. Ryper. How was that ? 

Senator Mitirkin. Assuming that you do not have the escape 
clause ? 

Mr. Ryver. The escape clause ? 

Senator Mitirkrn. I mean the peril point—that should be corrected. 

Mr. Ryprr. Well, of course, I think that the present arrangement. 
the present procedure, which has been in existence since 1934, is a good 
procedure, and I should like to see it continued, personally. 

Senator Miniikin, And you have said that under the present pro- 
cedure 

Mr. Ryprer. How was that? 

Senator Miniik1n. You have said that under the present procedure 
the function of these men who are on the negotiating teams from your 
agency is that they are there to supply facts. 

“Mr. Ryper. That is true of the negotiating teams, but not thi 
country committee. 

Senator Minir«in. And they are not there to add any persuasions 
or bargaining other than that which occurs naturally from the facts 
which they supply. 

Mr. Ryper. I would say that is correct so far as the negotiating 
teams are concerned. But it is not true in regard to their “work on 
the country committee in preparation for the negotiations, when the 
decisions are made as to what concessions we shall offer and what 
concessions we shall ask for. 

Senator Mittin. And there you supply the facts? 

Mr. Ryprer. And our experts, in addition to supplying the facts. 
as I have stated, have a vote, along with other experts on the com- 
mittee, as experts, as to what concessions we should offer and what 
concessions we should ask. 

Senator Mituix1n. And there, I assume, your experts carry out thi 
opinion of the Commission ? 

Mr. Ryper. Oh, no, no, no. As I have stated over and over again. 
the Commission, as such, takes no part in any of the negotiations. 

Senator Mitiikin. So these fellows—— 

Mr. Ryprer. Except to supply the information, the digests, ani 
things of that kind, which is the basic information. 

Senator Miturkin. So these employees of the Commission make 
their votes that you are talking about without supervision of the 
Commission ¢ 

Mr. Ryprer. They do. 

Senator Minurkrn. And without guidance and control by the Con 
mission / 

Mr. Ryper. That is right. 

Senator Minirkin. Sir? 

Mr. Ryver. That is right. 

Senator Mitiik1n. Now, let us get to the escape clause. You hav 
19 applications. 
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Mr. Ryper. Twenty-one. We passed on 19. There are two of them 
pending. 

Senator Miti1ktn. How many of them have you granted ? 

Mr. Rypver. Four investigations have been instituted. 

Senator Mitiikrn. How many applications have you granted? 

Mr. Rypver. We have granted four. 

Senator Mituixrn. Will you tell us what those are? 

Mr. Ryver. The Commission has received altogether 21 applications 
for investigation under the escape clause. Two applications are now 
pending. Four formal investigations have been ordered, including 
the one on watches ordered on March 22. The others ordered were on 
spring ¢ lothespins, fur-felt hats and hat bodies, and hatters’ fur. 

Two of these have been completed. They are those on spring clothes- 
pins and on fur-felt hat bodies. In one of the completed investiga- 
tions, that on spring clothespins, the Commission found no serious 
injury. In the other, that on fur-felt hats and hat bodies, the Com- 
mission found serious injury and action was taken promptly by the 
President. 

Senator Minuixry. That is the only escape ? 

Mr. Ryprer. That is the only one so far. 

Senator MILLIKIN. So far. 

Mr. Ryper. One of the two investigations now in progress—that is 
the one on hatters’ fur—is nearing completion, and a final report 
with respect to it is now being prepared by the Commission staff. 

The other investigation now pending, that on watches, was insti- 
tuted last month. A public hearing in the investigation has been 
called for May 15. 

Senator Mitzi. Out of all of the applications that have been 
made, the one escape has been granted ¢ 

Mr. Ryper. So far. 

Senator Minirkin. Yes. 

Mr. Ryper. Of the 19 applications for investigation under the 
escape clause in which the Commission has taken action, 15 were dis. 
missed without taking formal action. Of these 15, 9 were dismissed 
by unanimous action of the Commission. 

Senator Miturkin. Now, let us get at the 15 that were dismissed 
without formal investigation. 

Mr. Ryper. That is, without a public hearing. There was informal 
investi ge ition with respect to all of them. 

Senator Mitir«kr. The critera under which you operate there must 
be an increase, absolute or relative, in imports ? 

Mr. Ryper. That is right. 

Senator Mirurkin. If there were a decrease in imports, but never- 
theless if the injury could be attributed to the decreased imports, 
either relative or absolute, you would not have jurisdiction to proceed. 

Mr. Ryper. No; and manifestly that could not have been caused by 
the concession either. 

Senator Minirk1n. Let us take one at a time. 

Mr. Ryper. All right. 

Senator Minxixin. You would have no jurisdiction to proceed if 
the injury were caused by a decrease in imports even though they were 
a decrease, either absolute or relative ? 

Mr. Ryper. That is right. 
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Senator Minir«rn. That is correct? 

Mr. Ryper. In other words, there has to be, under the present pro- 
vision, either an absolute or a relative increase in imports, and it has 
to be in some degree, maybe a minor degree, connected with the con- 
cession. 

Senator Miniixrn. Yes. But there has to be an increase. You 
have no jurisdiction unless there is an increase in imports; is that 
correct ? 

Mr. Ryver. That is right. 

Senator Mitir«1n. That is what it says. 

Mr. Ryper. Absolute or relative. 

Senator Mitirx1n. That is what you say. 

Mr. Ryver. That is correct. 

Senator Miniixin. So that no matter what other factors were pres- 
ent in one of, these applications—if injury were demonstrated, for 
example—ev en though there were less imports than there had been in 
some prior period, you could not take jurisdiction. 

Mr. Ryper. No. The present escape clause does not provide for 
general revision of the tariff on account of injury that may have 
occurred. 

Senator MitirK1n. Well, is the answer “Yes”? 

Mr. Ryver. That is right; if there has been no absolute or relative 
increase in imports. 

Senator Mitir«1n. You also have a criterion that the injury must 
result from unforeseen developments; is that correct ? 

Mr. Rypvrer. That is correct. 

Senator Minur«rn. If the injury were seen or the developments 
were foreseen, re would not have jurisdiction to grant an escape. 

Mr. Ryver. I do not think that that has any great pertinence. 

Senator MILLIKIN. Sir? 

Mr. Ryper. I say, I do not think that that has any great pertinence. 

Senator MruirK1n. Well, it is in the law; is it not ? 

Mr. Ryper. It is. 

Senator MiiirKr. It is in the President’s regulations; is it not? 

Mr. Ryper. That is right. 

Senator MILir1KIN. It is in the escape clause—I mean, it is in the 
GATT; is it not? 

Mr. Ryver. That is right. 

Senator Minurkry. And you say it has no pertinence? 

Mr. Ryper. No, for this reason: Manifestly when it has been stated 
as the policy of the State Department and the President, not to make 
any concessions which would cause serious injury, then any factor 
leading to an import causing serious injury must not have been fore- 
seen. That is stated directly in the Commission’s report on Criteria 
which says: 


Under the escape clause “unforeseen developments” as well as the concession 
contained in the trade agreement must have contributed to increased imports 
and resulting serious injury. Under the Trade Agreement Act changes in the 
tariff are made by the President after consultation with executive agencies 
through the Interdepartmental Trade Agreements Committee. The construction 
which the Commission places upon the words “unforeseen developments,” as 
concerns the exercise of its functions under the eseape clause, is that when im- 
ports of any commodity enter in such increased quantities and under such condi- 
tions as to cause or threaten serious injury to domestic producers, this situation 
must, in the light of this objective of the trade-agreement program and of the 
escape clause itself, be regarded as the result of unforeseen developments. 
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The phrase “unforeseen dev elopments,” as thus interpreted, makes 
it possible for the Commission to recommend action when the con- 
cession has been only a very minor contributing factor. 

Senator Miir«in. All right. The law says “unforeseen develop- 
ments”; does it not 

Mr. Ryper. That is right. 

Senator Muzikin. The word “unforeseen” is very clear; is it not? 

Mr. Ryper. That is right. 

Senator Mitir«1n. It means obviously a development that has not 
been foreseen ¢ 

Mr. Ryper. And our interpretation of it—— 

Senator Miniixrn. You have put an interpretation on that that 
practically rules it out of the book. 

Mr. Ryper. Makes it the same thing as saying, “If as a result of the 
concession and other factors,” it is just the same as if you had to say 
that. 

Senator Miturx1. What authority have you to do that? 

Mr. Ryper. What is that? 

Senator Miuurkin. What authority have you to write that word out 
of the law? 

Mr. Ryver. Well, I think that is very obvious. I have just read 
why. The logic of it, I think, has been given in what I have just read. 

Senator MILLIKIN. Let me suggest to you, Mr. Commissioner, that 
those words were very deliberate and that they mean exactly what 
they say, and I recall to your memory again—I believe I have alre acy 
gone through this with you-that when this word “unforeseen” came 
up in the first Executive order on this subject, Senator V iadeehiaae 
and I objected strenuously to it, and Mr. Clayton, who was then repre- 
senting the Department of State, was adamant in his refusal to try to 
get that word out. 

It has a special significance which was that “unforeseen” meant 
unforeseen, and that “foreseen injuries” would remove your juris- 
diction. 

So I am asking again by what authority do you take out the word, 
or take out the effective purpose of the word in the law and in GATT 
and in the regulations ? 

Mr. Ryprr. Well, we studied the matter and to us the only logical 
construction was that which we gave to it, and I have just read it 
to you. 

Senator Mruirgrn. Yes. 

Mr. Ryper. And that so far as I can see there has been no objec- 
tion to that interpretation on the part of anyone. 

Senator Miturkr. Oh, it should not be in there; but the question I 
am raising is whether you have a right to take it out. 

Mr. Ryper. Well, I think our interpretation was a logical one. 

Senator Mruuikin. Then if the law took it out, if we took it out by 
umendment of the law, you would have no objection; would you? 

Mr. Ryper. It would depend on how you do it. [Laughter.] 

Senator Mitzrgim. Let us just assume, Mr. Commissioner, that we 
did it; that we took that criteria out of the law and made it clear 
that you could not use that criteria. 

Mr. Ryprr. Well, the reason I said that, Senator, is this: If you 
merely strike out the “unforeseen developments” and leave in “as a 
result of the concession granted,” that would make it much more 
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imperative for the Commission to find that the concession was the 
cause of the injury and we want to avoid that. 

Senator Miiir«rn. Let us assume, Mr. Commissioner, that we want 
to remove the “unforeseen developments” as a criterion upon which 
you can operate. Let us assume we want to get that accomplished ; 
and let us assume that we act intelligently, or at least the way we 
want to act, as to the other criteria. Why should we not do that, con 
sidering the fact that you practically have written it out of the law 
already ¢ 

Mr. Ryper. I have already said that as far as I can see the sam 
thing would be ac complished if you said, “as a result of the concession 
and other factors.” 

Senator Mini. You are talking about other criteria; I am 
talking about the single criterion “unforeseen developments.” 

Mr. Ryver. All I am saying is that if you would strike out the 

“unforeseen dev elopments” and say “if as a result of the concession 
and of other factors,” you would have the same effect as you have nov 
with the Commission’s interpretation of the “unforeseen.” That is 
all I am saying. : 

Senator Mitur«kr. All right. Then if we take out this 


oe 


unforeseen 


developments” criterion, you would have no objection; would you? 
Mr. Ryper. Again, I will have to say it depends on how it is done. 
If it is merely done by striking out those words and leaving in the 
words “as a result of the concession granted” 
Senator Mintiikin. Assuming that we adopt such other criteria as 
suit us, assume that, please, but that we are going to take out the 
“unforeseen” part of that criteria, would you have any objection ‘/ 


You would have no objections, would you ? 

Mr. Ryper. I have no objection to taking out the “unforeseen.” 

Senator Mituikin. We have got that nailed down, I believe. 

Let me ask you this: Awhile ago you were showing some concer 
over—not v iolating GATT. W hen you take out the “word “unfore 
seen” as you have done, and as you have no objection, if we take it out, 
is that not a violation of GATT? 

Senator Kerr. Foreseen or unforeseen ? 

Senator Mituikr. Unforeseen. 

Mr. Ryver. I do not think it would make any difference. 

Senator Minin. You do not think it would make any difference / 

Mr. Ryper. Again I will have to emphasize that whether it would 
make any difference would depend on the choice of your othe: 
language. 

Senator Minii«i. All right. 

Mr. Ryper. If you would just merely strike out the “unforesee: 
developments” and leave in “if as a result of the concession,” then that 
would be bad because it would force the Commission to tie the injury 
more closely to the concession than it does now. 

Senator Kerr. You mean it would limit them? 

Mr. Ryper. That is right. 

Senator Miuirk1n. Let us just take this conception, this single coi 
ception, of an unforeseen development. We take that out, as you hav: 
taken it out ; you do not consider that would violate the GATT ? 

Mr. Ryper. Not that in itself, no. 

Senator Kerr. Let me ask a question. 
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Mr. Ryprr. No, because it would continue the present interpretation. 

Senator Kerr. Are you telling the committee that in the Commis- 
sion’s interpretation of the law you have ignored the word 
“unforeseen ?” 

Mr. Ryver. I would not say so. You can deduce from our interpre- 
tation that—— 

Senator Kerr. But is it apparent and deducible as a fact that that 
is what the Commission has done? 

Mr. Ryper. What the Commission has done is to interpret—— 

Senator Kerr. Just answer that question. 

Mr. Ryper. What the Commission has done is to interpret that so 
that “unforeseen” really has no limiting effect. 

Senator Kerr. Well, then, what you have done is to interpret it 
in such a way that you ignored that word. 

Mr. Ryper. Well, here is what we say. I will read it again, 
because—— 

Senator Kerr. I will tell you, I am not as good as the Senator from 
Colorado is. 

Senator Minirkin. You are not as patient as I am, Senator. 

Senator Kerr. The Senator from Colorado asks the questions to 
demonstrate facts which he already knows. I ask questions to get 
information. [ Laughter. | 

Senator Mitii«1. Will not the Senator agree with me that he is 
not as patient as I am? 

Senator Kerr. Well, I would spell the word “patient” a little dif- 
ferently, and then answer it in the affirmative. 

Senator Mirzikrin. I believe you should take the witness stand. 

| Laughter. | 

Senator Kerr. I would like for you to just answer that question for 
me, either “Yes,” or partially “Yes”, or “No.” 

Mr. Ryper. No, in our construction, the Tariff Commission’s con- 
struction of it, which I understand has been adopted by everybody 
concerned, it really gives no limiting meaning to the word “unfore- 
seen.” In other words, it says, in effect, that since the President and 
the trade-agreement authority are pledged not to make a concession 
which will cause serious injury that, therefore, if it is caused that 
the causes of it must have been unforeseen. 

Senator Kerr. They wrapped a mantle of judicial charity around 
the acts. 

Mr. Ryper. Judicial dialectics? 

Senator Kerr. Well, is there any relationship between the words ¢ 

Mr. Ryper. There may be. 

Senator Kerr. I would be curious to know on what theory the Com- 
mission has decided to follow a course which, in effect, neutralizes or 
nullifies a section or a word in the law. 

Mr. Ryper. Well, I do not think it really nullifies it, because under 
the way the trade agreements—— 

Senator Kerr. Then answer the question on the basis of what you 
have done. 

Mr. Ryper. I know, that is what I am trying to do. 

In making trade-agreement concessions the attempt is made to 
make as great a concession as possible provided you can get return 
concessions for it and do not cause or threaten serious injury to a do- 
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mestic industry. If you had anticipated that serious injury would 
result, you would not have made the concession. If serious injury 
does result, then the factors which caused it and which frequently are 
difficult to isolate, manifestly argument of the Commis- 
sion which I am giving to sinnuiienidnelin it must have been unfore- 
seen. 

Senator Kerr. In other words, then, you presume facts upon which 
you reach and implement a conclusion. 

Mr. Ryper. That is right. 

Senator Kerr. But so far as the record is concerned, the conclu- 
sion is there without any apparent facts upon which the presumption 
was indulged in. 

Mr. Ryper. That is right. I can go into that a little further if you 
want to, 

Senator Kerr. You do not need to if that is correct. 

Mr. Ryper. I happen to have been the author of that term “unfore- 
seen.” It occurred in this way: Back in 1940 or 1941 I was then 
serving as a member of the Trade Agreements Committee and they 
were considering the possibility of a new trade agreement with the 
United Kingdom, which never went through at that time, and we were 
considering if it did, what kind of concessions we could make—just 
giving consideration to it. When we got to a certain item I vigorously 
opposed the concession that some wanted to make, because of the un- 
certainties of the situation. They said “Well, can’t we write some- 
thing that would take care of that ?” 

Since under conditions then existing and which could be foreseen 
I thought the concession might be made, I, sitting there in the meeting, 
framed an escape clause. The clause has not been greatly changed 
since then. 

Senator MILLixin. By the way, you were making policy when you 
wrote that. 

Mr. Ryper. Maybe. 

Senator Mitirk1n. Mr. Commissioner, have you finished ? 

Mr. Ryver. Go ahead. 

Senator Mrtiic1n. I take the great liberty only because the Senator 
has not been in on the prior development of this thing: this word 
“unforeseen” is not just an inadvertence. It is a very deliberate word 
to cover a very deliberate purpose. 

Senator Kerr. It looks to me like it was apparently an acceptable 
but temporary vehicle, and that they have ceased to use it, but have 
just not gone to the inconvenient trouble of getting out of the law. 

Mr. Ryver. That is right. 

Senator Mitir«xin. The Senator will recall that earlier in these pro- 
ceedings it was agreed that the prior record would become a part of 
this record. I suggest that the prior record would amply demon- 
strate that we had been working—I think there has been some wiggling 
away from it during these hearings, but we had been working—on 
the theory of calculated risk. 

Now, if you calculate a risk, obviously you are foreseeing the possi- 
bility of an injury, and that word is in there to protect the calculated 
risks. That I can testify to on my own behalf because I engaged in 
the most vigorous negotiations to get that word ‘ ‘unforeseen” out. 

Mr. Ryper. Are there any other questions along that line? 
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Senator Mixr1k1n. I am content with the “unforeseen” phase of 
the matter. 

Mr. Ryper. I have a brief statement here that I would like to read 
in regard to our work under section 22, but I do not want to stop this 
discussion we have been going through. 

Senator MiLuikin. Before we come to that—we are getting along 
pretty good here. Before we come to that, in addition to the “unfore- 
seen” part of it, give it what effect you want to for present purposes, 
but when you have taken it out, there must also be an increase, and 
we have discussed that. That is one category; there must be an in- 
crease, absolute or relative. 

There must be, the law says, an unforeseen injury. By “the law,” 
I mean the President’s Executive order, and what I do not consider 
to be the law, but I assume that you do, to wit, GATT. 

Now, then, the injury must result from the concession, is that 
correct / 

Mr. Ryper. To a limited degree. We, in our—— 

Senator Mituikry. Does the law say a limited degree ? 

Mr. Ryper. No. The law says “and the concession,” but the inter- 
pretation we have given to it, it only has to be a contributing factor 
to it. 

Senator Minuikin. But the law says that it must result from a con- 
cession, does it not? 

Mr. Ryper. That is right. 

Senator Minur«in. All right. 

Now, let us assume that there is a duty of 10 percent on a “widget, 
and let us assume that we make a concession reducing it by 1 percent, 
so that your final duty is 9 percent. The concession is represented by 
1 percent. 

How, in the name of goodness, can someone who is entitled to raise 
the question in this country prove that the 1 percent is a cause of 
injury ¢ 

Mr. Ryper. Well, I would say this: Whenever you have an increase 
in imports, and you have a situation arising in which there seems 
reason to make an investigation to determine whether there has been 
serious injury as a result of the import situation, there always, so far 
as I have been able to discover in the many cases I have seen, is a 
great variety of reasons, causes, or factors involved. 

Senator Mmik1n. But you must find under the law that the conces- 
sion is responsible or you do not have jurisdiction; is that correct ? 

Mr. Ryprer. I am coming to that; yes. 

Senator Minztki. All right. 

Mr. Ryprer. Now, as I say, in practically every case there is a multi- 
plicity of factors involved, and it is, as a matter of experience, prac- 
tically impossible to determine the relative importance of those differ- 
ent factors; so all we say under the criteria under which we are oper- 
ating is that if it is clear that the duty had something to do with it, 
then we are w illing to recommend action under the escape clause. 

Senator Miazikin. But under the law it is an indispensable requisite 
to your jurisdiction. 

Mr. Ryper. That is right. 

Senator Minurk1n. How can any citizen come in and demonstrate 
in the case that I have given you that the 1-percent concession is the 
cause of his injury ? 
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Mr. Ryver. Well, when you have only a 1-percent reduction it 
would be very difficult. 

Senator Mitzrkrn. It would be very difficult. 

Mr. Ryper. But it is, as is usual in the case where there is a large 
concession—you can, I think, be certain if there has been an increase, 
either relative or absolute, that the concession must have had some 
thing to do with it. 

Senator Minurkry. Let us assume that is correct, but the applicant 
has the burden of demonstrating that it is the concession that causes 
the injury. 

Mr. Ryver. No. 

Senator Mrtuix1n. That is what the law says, sir. 

Mr. Ryprer. The Commission does not operate as a court on these 
matters. It takes all the facts, as presented at the hearing, and all 
the facts its experts can get, sometimes supplied by field trips and 
sometimes otherwise, and it analyzes those facts, and if it appears that 
as a result of the various factors involved, including the concession, 
there has been a serious injury, real or threatened, then the Commis 
sion recommends action. 

Senator MrurK1n. Once more, you are interpreting out of the law 
an indispensable condition precedent to your jurisdiction. 

Mr. Ryper. No; I do not think so. 

Senator Mitiikin. Well, let us back up, Mr. Commissioner, so that 
we understand each other. These questions are important. Lam not 
interested in shadow-boxing with you. I want to get at the facts. 

Mr. Ryper. I am not shadow- boxing either. 

Senator Miniikin. We are talking» now about this citizen of the 
United States who thinks he is injured, or threatened with serious in- 
jury, and he is trying to get an escape, and he reads the law and it 

says that he must demonstrate that his injury is due to a concession, 
not to the whole body of the question, not to the entire 10 percent, but 
he must. prove that the 1 percent or, if you please, 2 percent. or 3 per 
cent is the caus» of his injury. I am asking you how can he do it 4 

Mr. Ryper. In the case of an only 1 percent reduction—— 

Senator Minuikiy. I am not saying that you have not made a goo 
practical resolution of the subject; I am not saying that now. I am 
not saying that. I am talking about this applicant who wants relief, 
but he is confronted by the fact that he has to meet the terms of the 
law, to wit, the regulations, and GATT; he is confronted with the 
necessity of showing that the concession, and distinguished from the 
entire duty, is the cause of his injury, and I am asking you how would 
you proceed to do that? 

Mr. Ryver. I do not think it can be done. 

Senator Minuixin. Why, of course not. 

Mr. Ryprr. The Commission does not require that they have to 
prove anything. They present their case, all the facts they can. We 
get all the facts we can, in addition to what they have presented, and 
we make the best finding we can. 

Senator Mrtzikin. Now then. because it can’t be done, you have 
adopted certain, what you considered to be, practical interpretations 
of the terms. 

Mr. Ryver. That is right. 
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Senator Mitiikry. Let us pass the question of whether you have a 
right to do it, let us pass that for the moment. The law does not say 
that, so the applicant, looking at the law, says, “Well, how am I 
going to prove that the concession caused my injury ”” 

He might well conclude, “What is the use of trying an escape,” is 
that not correct ¢ 

Mr. Ryver. I do not know. I would not think that that would bar 
anyone from making an application. 

Senator MiixiKrn. It would not bar him. 

Mr. Ryper. Because in the very nature of the thing, there may be no 
way of proving it, but, on the other hand, I think it is well to have 
a provision that the increase has to be in some Ww ay connected with 
the concession, 

Senator Kerr. That is not what the law is, is it/ 

Mr. Ryper. Yes, that is what the law is now. 

Senator Mitii«kin. The law now. 

Senator Kerr. That it is just in some way connected with it / 

Mr. Rypver. Well, the language says, “If as a result of the unforeseen 
developments and the concession.” 

Senator Kerr. Are these the only two criteria / 

Mr. Ryver. They are the only ones. 

Senator Kerr. Let me see if I am correct in this: You have already 
told us that you have interpreted the word “unforeseen” out of it, 
as a practical matter. 

Mr. Ryper. That is right. 

Senator Kerr. Well, that leaves only the concession. 

Mr. Ryper. No, because the other developments, other than the 
concession—— 

Senator Kerr. I am talking about the law. 

Mr. Ryper. Well, I am talking about the law, too. The other factors, 
other than the duty, which may have caused the situation, we regard 
as unforeseen. 

Senator Kerr. As described. 

Mr. Rypver. We take them into account. 

Senator Kerr. Well, then, you have not interpreted “unforeseen” 
out; you have just interpreted ‘ ‘unforeseen” off. 

Mr. Ryver. Well, that is the way I expressed myself. In other 
words 

Senator Kerr. Is it a fact, as an accurate or reasonably accurate 
description of the practical situation, that the Commission has found 
that it is very difficult, if not impossible, to follow the language of the 
law, and it has just kind of set up a body of regulation of its own 
that comes as near as it thinks it can to the law, and still operate on 
a practical basis, and follows that procedure ? 

Mr. Ryver. The way I would state it is this: That the Commission 
has taken the language of the law 

Senator Kerr. Say that again. 

Mr. Ryper. The way I would state it is this: The Commission has 
taken the language of the law and has construed it by applying to it 
the rule of reason, and making it into a workable instrument. 

Senator Kerr. Have you applied the rule of reason to it or have 
you accepted only that part of the law which, in your opinion, con- 
forms toa rule of reason, as you yourself have fixed it ? 
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Mr. Ryver. No. As I see it, we have given a perfectly reasonable 
construction to the language. It amounts, as I will agree, to giving 
the “unforseen” a little—making the “unforeseen” 

Senator Kerr. Just a little bit of a brush-off. 

Mr. Ryper (continuing). Of not much significance. 

Senator Kerr. Not a complete brush-off, but a limited brush-off. 

Mr. Ryper. Well, no, we have taken the language 

Senator Kerr. And have done the best you could to operate under 
it, but have continued to operate under it. 

Mr. Ryper. And have given it a logical interpretation from all the 
factors involved. I do not think it is an arbitrary interpretation. 

Senator Kerr. I am sure it is not an arbitrary interpretation. An 
arbitrary interpretation would be in some degree limited by some 
previously accepted and fixed definition of the terms. 

Mr. Ryver. That is right. I think that we have made a perfectly 
logical interpretation of the language. 

Senator Minurkrn. Now, then, Mr. Commissioner, you would have 
no objection if, so far as the “unforeseen” part of this thing is con- 
cerned, and so far as limiting your jurisdiction to the injury from a 
concession, you would have no objection, since you have taken it out 
of the law, if we take it out of the law, is that correct ? 

Mr. Rypver. I beg your pardon, we have not taken it out of the 
law. 

Senator Mirutr«in. If we should do that which should conform to 
your own notions about those two things, you could have no objection 
to that, could you ? 

Mr. Ryver. Oh, no. 

Senator Miturkin. Allright. So that if the law, in effect, writes out 
“unforeseen” and if it writes out the determinative importance of the 
concession—that is what you have done—you would have no objection 
if we did it by law? 

Mr. Ryver. But there is this difference: I do not think that the law 
should be framed in a way not to make any action under the escape 
clause contingent upon the concession being at least in some degree 
responsible for the injury. 

Senator Kerr. What you are saying is this, Mr. Commissioner: 
That if the Congress takes the word “unforeseen” out, which you have 
used as a vehicle to arrive at what you think is a logical conclusion, 
you would want the Congress to substitute some other term that would 
serve as an equally available vehicle. 

Mr. Ryver. That is right; and I would like also to have it brought 
out that it should be at least to some extent connected with the con- 
cession. Otherwise you are having an escape from something that the 
trade agreement does not have anything to do with, and yet you are 
operating under the agreement, escaping from it. There is a difficulty 
there which I think you should consider. 

Senator Miniikiy. All right. If we do by law that which you have 
now done by practice over in the Commission, you could have no 
objection, could you? 

Mr. Ryper. No. It is plain—— 

Senator Mini. All right. Assume it is plain, and assume we 
do it effectively. 

Mr. Ryper. All right. 
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Senator Minzikin. You would have no objection, would you? 

Mr. Ryper. All right. 

Senator Minui«kin. All right. 

Now, have the contracting parties in GATT agreed with your inter- 
pretations of the GATT provisions? 

Mr. Ryper. I do not know that there has ever been any interpreta- 
tion by the GATT of the provision, except that there is an intgrpreta- 
tion of the word “modification” to make it clear that the modification 
of a concession would include the imposition of quotas. 

Senator Miniikin. You are aware that there are amending provi- 
sions in GATT so that if you want to change the words of GATT 
there are ways of doing it by amendment ¢ 

Mr. Ryper. Oh, yes. 


Senator Mitirkin. Have we made any effort to amend GATT to 
conform to your own interpretations of these conditions precedent to 
your jurisdiction ¢ 

Mr. Rypver. I do not think that our interpretation of it at all is 
inconsistent with the GATT. 

Senator Minirkrix. Assume that for the purpose of my question 
only; assume that, have we made any applications / 

Mr. Ryper. Oh, no, no. 

Senater Minuikin. All right. 

Have we notified the other contracting parties that we have made 
this interpretation ¢ 

Mr. Ryper. No. We are not called upon to do that. 

Senator Minirkin. Let me read you article XIX of GATT, 1 (a): 


If, as the result of unforeseen developments and of the effect of the obliga- 
tions incurred by a contracting party under this agreement, including tariff 
concessions, any product is being imported into the territory of that contracting 
party in such increased quantities and such conditions as to cause a threatened 
serious injury to domestic producers in that territory of like or directly com- 
petitive products, the contracting party shall be free, in respect of such product, 
and to the extent and for some time as may be necessary to prevent or remedy 
such injury, to suspend the obligation in whole or in part, or to withdraw or 
modify the concession. 

(b) If any product, which is the subject of a concession with respect to a 
preference, is being imported into the territory of a contracting party in the 
circumstances set forth in subparagraph (a) of this paragraph, so as to cause 
or threaten serious injury to domestic producers of like or directly competitive 
products in the territory of a contracting party which receives or received such 
preference, the importing contracting party shall be free, if that other con- 
tracting party so requests, to suspend the relevant obligation in whole or in 
part or to withdraw or modify the concession in respect of the product, to the 
extent and for such time as may be necessary to prevent or remedy such injury. 

2. Before any contracting party shall take action pursuant to the provisions 
of paragraph 1 of this Article, it shall give notice in writing to the contracting 
parties as far in advance as may be practicable and shall afford the contracting 
parties and those contracting having a substantial interest as exporters of the 
product concerned an opportunity to consult with it in respect of the proposed 
action. 


Then it continues. 

Now, if an escape were granted and were made effective, those 
affected would have to receive notice, would they: not, under the 
language which I have just read ¢ 

Mr. Ryper. Yes. In the one case that so far has been acted upon, 
in that case action was taken without previous notice as provided 
there in subsection 2. 
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But the interested contracting parties were notified at Torquay, and 
I think some of them have taken steps to make compensatory with 
drawals of concessions made by them to the United States. I do not 
know what the exact situation is. 

Senator Minirkin. But if we wish to amend GATT we have t: 
follow the procedures set up in GATT to amend it, do we not? 

Mr..Ryper. Oh, yes. 

Senator Mimiikry. And no effort has been made by the United 
States Government to bring about an amendment to coincide wit] 
the practical interpretations of the Commission, as given to thes: 
two parts of the criteria for taking jurisdiction, is that correct ? 

Mr. Ryper. Yes; that is right: and in my judgment, there is no 
reason to, because they are fully consistent with article XTX. 

Senator Miniikin. Well, I mean, that raises a question. 

Mr. Rypver. That is our interpretation. 

Senator Mituikin. But if you have made an interpretation whicl 
conflicts with GATT, then you have not taken the steps necessary to 
make it official, so far as GATT is concerned. 

Mr. Ryper. If it should conflict with it, we have taken no action to 
amend section 19, put it that way. 

Senator Minurkin. All right. 

Now, you stated that in how many cases did you have unanimous 
action ¢ 

Mr. Ryper. Of the 15 applications which were dismissed without 
going through a formal investigation, including a public hearing, 9 
of them were dismissed by unanimous action; 6 of them, by divided 
vote. 

Senator Mitirkin. How many of those decisions resulted from the 
failure to meet the test of unforeseen developments or the test of not 
showing an absolute or relative increase or the test of not being able 
to show that the concession was the cause of the i injury ¢ 

Mr. Ryper. Well, I cannot answer that offhand. I could say; how 
ever, that none of them were turned down on account of unforeseen- 
I can say that offhand. 

Senator Mitirkin. Yes. 

Mr. Ryper. And beyond that I would not be willing to go without 
looking over the cases. 

Senator Mitirkrn. You would not be willing to say that others had 
been turned down because they did not meet the test of absolute o1 
relative increase or because they did not meet the test of showing 
injury, asa result of the cone ‘ession ? 

Mr. Ryper. I wonld have to look over each one of them to find out 
the answer to that. 

In most cases iy impression is, my recollection is—I will put it this 
way—in most cases the view was, the view of the Commission was, that 
there was no injury involved, but that is just 

Senator Minuixr. Of course, whether the injury is involved de 
pends on whether the other criteria have been met, is that not correct / 

Mr. Ryper. That is right. 

Well, it depends to some extent on the other criteria, not entirely 
the criteria 

Senator Kerr. It could be injury outside of the criteria. 

Mr. Ryver. What is that? 
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Senator Kerr. It could be injury outside of the criteria. 

Mr. Ryver. Of course there could be. 

Senator Kerr. And there could be conditions that conform to the 
criteria without injury. 

Mr. Ryper. Take for instance in the one case on which we have 
found serious injury, fur-felt hat bodies, there was injury to the fur- 
felt hat industry not caused by imports, because there had been a 
decline in the production of hats. People were wearing a lesser 
number of hats; a lot of people do not wear hats any more. The 
industry was already suffering injury before the import situation 
occurred. So you have injuries to industries occurring from various 
and sundry reasons. 

Senator Miruikin. Well, if we make the law so that injury occurs 
from imports, whatever the circumstances, if it results from imports, 
vou would have no objection to that, would you ¢ 

Mr. Ryper. I think that it should be also connected to some extent 
with the concession. Otherwise, you would be revising the tariff— 
taking action under the escape clause on something which had nothing 
to do with the concession involved. 

Senator Minin. I think that is the way the law says at the pres- 
ent time, and that is the way the Executive order under which you 
operate so states. 

Mr. Ryper. That is right. 

Senator MiturKin. But I think—I believe I am fair when I say 
that we have established here that a man cannot make a case by show- 
ing that the concession is the cause of his injury or at least he would 
have a terribly difficult time doing it, where the concession has not 
heen of massive scope, is that not correct ? 

Mr. Ryper. I do not think that that difficulty will arise, because if 
there has been a concession, making any substantial reduction in duty 
at all, and if under the present language there has been any increase 
in imports, relative or absolute, you can, and I think you have to, 
assume that the concession had something to do with it. 

Senator Mintikrn. Mr. Commissioner, we want to make it easy for 
vou, so that you will not have to bedevil yourself with all of these 
interpretations and everything; so if we make it easy for you and 
attach the injury to the import, what is your objection to doing it 
along that line ? 

Mr. Ryper. Well, my only objection, of course, would be, and you 
can give it whatever weight you want to give it—— 

Senator Minirkin. Yes. 

Mr. Rypber (continuing). Is that here you have a concession that 
you have made to a foreign country in per fectly good faith, and unless 
the injury is in some degree a result of the concession, it is difficult 
to see how you can warrant or justify the withdrawing of that con- 
cession. 

Senator Mriurxin. Mr. Commissioner, is it not difficult to see how 
we can maintain a reciprocal trade system that does not give relief 
from injury if injury results from imports? Now, in the old logroll- 
ing days, which everyone deprecates, if there was an injury, “why, 
you could come in here and logroll to get away from the injury, and 
you did not have to show unforeseen injury, and you did not have to 
show increase, absolute or relative; you did not have to show that it 
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resulted from a concession. But that is what you could do, and you 
would do it, according to the critics of the old system, by logrolling. 

But now we have a substitute for that system, which I suggest to 
you, should do justice by the system and by the citizen. 

Now, if he cannot come to you to take an escape from a duty « 
concession that injures him, where does he go, unless he come to Cc on 
gress for special relief in special cases, and as that thing proliferates 
it will not be long before you will find yourself back to logrolling i in 
Congress. 

So what I am suggesting to you, Mr. Commissioner, is instead of re- 
sisting changes in “the law that will rectify injury, if the injury is 

caused by imports, unaffected by all of these conditions which ‘you 
aaa are writing out of the law, why should not that be done / 

Mr. Ryper. Mr. Senator, my difference with you is largely a techni 

cal one. As I stated, if there has been a reduction in the duty, and 
the re have been imports causing serious injury, an increase in imports 
causing serious injury, then manifestly the concession must have 
had something to do with it; and in order to technically tie it in with 
your provision in the trade agreement, there should be some reference, 
some tying in with the concession and, as I see it, in actual operation 
it presents no difficulty. 

Senator Miturkin. Well, as I see it, and under your own interpre- 
tation of it, why limit it or make the concession, the degree of con- 
cession, a determining factor? If there is an injury that threatens 
to put a domestic produc er out of business, by reason of imports, what 
difference does it make whether it comes from a foreseen or unfore- 
seen development? What difference does it make whether it comes 
from a relative or absolute increase? What difference does it make 
whether it comes from the concession or not, if it comes from the 
imports ? 

I am suggesting again, Mr. Commissioner, that when we tie these 
rigidities to the reciprocal trade system you are building up opposi- 
tion which might tear it to pieces, and some of us are trying to make 
the thing work, strange as it may seem. 

Mr. Ryper. Senator, I think the difference between us is a matter 
largely of technical language that you are going to use. As I see it, 
the language “and of the concession granted,” has proved in the cases 
we have had under the esc ape clause to be no limiting factor. 

Senator MILLIKIN. Would you object to concessions “and the rest 
of ‘the duty?” Would you object to language to that effect, “the con- 
cessions and the rest of the duty” ? 

Mr. Ryper. I would have to think over that. one. 

Senator Miturkin. What do you have to think about that / 

Mr. Ryper. I have difficulty with it. Here you have got an agree- 
ment with the foreign country and there is an escape clause, then you 
have got to tie action under it in to some extent with the concession. 
It is an escape from the concession. I agree with you in general that 
if there is an import-caused injury, and if there has been a consider- 
able concession made, a concession made in an agreement, then we 
should take action and I do not think that the language of the present 
provisions at all limits us in the action. 

Senator Mitzikiy. Then you would not object if we said in effect, 
“The concessions plus the rest of the duty.” How can you consider 
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the one without relation to the other? How can a man make a case 
without taking them both together ¢ 

Mr. Ryver. Of course, he has 

Senator Minrixin. How can you reach a decision without taking 
them both together ? 

Mr. Ryver. I cannot see that that would change the sense particu- 
larly. 

Senator Kerr. Let me ask you this question: Is what you are teiling 
us, or does what you are telling us, amount to saying that there « ould 
be injury from imports although there could be no concession with 
reference to those imports ? 

Mr. Ryper. There could be, yes; there could be injury. 

Senator Kerr. And, therefore, your position is that in view of the 
fact that the reciprocal trade agreement authorizes concessions that 
if there is to be escape from that reciprocal trade agreement which 
amounted to a concession, that the escape should be able to show that 
his injury was in part or wholly caused by the concession. 

Mr. Ryper. I think, in view of our relations with the foreign 
country, we should do that. As I said to Senator Millikin, it is 
largely a technical matter and I do not think, as it has been admin- 
istered, it has limited action under the escape clause. 

Senator Miniikrin. I am posing to you as a technical matter what 
could be your objection if the concession, together with the rest of the 
duty, were factors to be considered. I suggest most respectfully that 
you cannot make a decision without consider ing the rest of the duty. 

Mr. Ryprr. Of course, you would have to consider the rest of the 
duty. I would have to see the language. Of course, it is hard to 
pass upon a question such as that here offhand. 

Senator Minuikin. All right. But if appropriate language were 
drawn to that effect, you would have no objection to it, would you? 

Mr. Ryver. I cannot say, Senator. I would have to study it and 
have to see it. 

Senator Kerr. You would have to see the language before you 
could say--— 

Mr. Ryper. I would have to see the language before committing 
myself. 

Senator Miniikin. You would have to see the language, but before 
the language met your particular thoughts on the subject—I am not 
criticizing you for being meticulous, 

Mr. Ryper. You are also meticulous. We are alike in that. 

Senator Minnikin. And assuming the language were appropriate to 
convey the idea that if this injury comes from imports, that the 
concession, as well as the rest of the duty, may be considered in 
determining the question ¢ 

Mr. Ryper. I think you have to consider the rest of the duty. 
do not know that you would be adding anything by doing it. 

Senator MiniiKin. Then it would not be doing any harm. 

Mr. Ryper. I would like to state my general view on it: The pro- 
vision should be stated in such a way so that it would be very flexible 
and there, I think, should be some language to provide that the injury 
be connécted with the : agreement, and I also think it would be well to 
require either absolute or relative increases in imports, 

Senator MILL KIN. Yes. 

Mr. Ryper. But that is just my own personal view about it. 
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Senator Minuikrn. But if the language were appropriate and mac 
it clear that you have a right to consider the rest of the duty as 
well as the concession, you would have no objection to that, woul: 
you? 

Mr. Ryper. I would have to see it: I would have to see it, Senator 
I do not like to commit myself until I see it, because I have hac 
enough experience with this kind of thing to know that just a litth 
difference in language may make a very great difference. 

Senator Miriixin. I am assuming, of course, that the language 
would cover the thought, but maybe we will let you see the language. 

Mr. Ryper. All right, I will be glad to give you my comment on 
any language that you have, and I will be glad to help you draft 0 
have our people help you draft language to accomplish any purpos 
you want to accomplish. 

Senator Mititikiw. With or without your aid—and please note that 
I am not depreciating your aid—you may see such language. 

Mr. Ryper. Yes, all ‘right. 

Senator Mri. Let me put another question to you, a fast one 
Here comes a fellow who was injured by the binding of a free rate. 
by the binding. 

Mr. Ryper. Yes, siz 

Senator Mruiikin. Because after you have bound the free rate 
you are not at liberty to follow to give possibly an increase in the 
tariff to cover the situation. 

Now, here is a duty that is bound, and let us assume that a fellow 
comes along and make a case that it should be unbound, and that 
there should be an increase in that duty. 

How does a fellow prove that the binding is the thing that has 
injured him ? 

Mr. Ryver. I do not know, Senator. We have never had a case 
involving a binding, and I dislike to make any very definite state 
ment without some experience on which to base it. 

Senator Minturn, I think you will agree with this, that if there | 
a binding of a free rate, and if a case of injury could be shown, 
there should be some relief, some place to get relief against that kind 
of a situation. 

Mr. Ryprer. Yes. I shall read what we said in the commission’ 
criteria report on this matter. 

Senator Miiiikiy. Yes. 

Mr. Ryper (reading) : 

The question may be raised whether the binding of an existing duty agains 
increase, or the binding of continued free entry, could in itself cause an increas: 
in imports. As to most articles, no doubt, any increase in imports whic! 
takes place after @ binding must be attributed to other causes. However, 
some instances there may previously have been fear on the part of foreig: 
producers that the duty might be increased or a duty placed on a presently fr: 
article. They may, therefore, have hesitated to take the steps (expansion of 
equipment, establishment of market connections, reduction of prices, etc 
necessary in order to make possible an expansion of their exports to the United 
States. With the assurance resulting from a binding they might take thes: 
steps and a subsequent increase of imports might properly be found to lx 
attributable, at least in part, to the binding. 

Senator Mitumirn. Now, Mr. Commissioner, is this not correct 
As our tariff levels come down to where in many cases we hav 
exhausted the reduction possibilities of the law as it now stands 
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about the only thing we will have left for bargaining will be the 
binding of free items. Is that not. correct / 

Mr. Ryprer. Well, 1 would have to see what the concessions are to be 
made in the Torquay agreement, but I think even if they make more 
concessions than I think they are going to make, that there will still 
be a considerable number of duties that have not been reduced to the 
maximum authorized under the trade agreement law. 

Senator Mityikin. Let us assume that that is correct. Let us as- 
sume that is correct for the purpose of discussion. But as we lower 
our duties, and we are among the low-duty countries of the world 
now—Great Britain and France and several others, which we de- 
veloped in the testimony yesterday—are high-tariff countries now 
but as you come down toward a general level of free trade, the binding 
of something that comes in free may be a great ace in the hole for 
securing a concession. 

Mr. Ryper. Oh, yes. 

Senator Mitiikin. Is that not correct / 

Mr. Ryper. That has happened. 

Senator MiLuikin. So if we get into this binding business on a 
larger scale there will also be injustice from that kind of a binding, 
and certainly there must be some place where the citizen goes to cor- 
rect the injustice; is that not correct / 

Mr. Ryver. I should think so; yes. I think however that most of 
= articles on the free list that are of much consequence have already 
been bound. 

Senator Mitiikin. Then we have nothing left to bargain with. 

Mr. Ryper. And we have gotten concessions from a number of Latin 
American countries from the binding of cotfee: we have bound a half 
dozen of those countries, if 1 remember correctly. 

Senator Minuixin. But, Mr. Commissioner, that is alarming; you 
open an alarming vista there, that once you have bound you have 
nothing further to bargain with and, in fact, that very question I sug- 
vest to you has come up at Torquay. 

Mr. Ryper. It may be. 

Senator Mitiikin. The statement was in effect that that worked 
once, but it will not work again. 

Mr. Ryper. That is right. Of course, the only thing we had to offer 
a number of the Latin American countries was bindings, because our 
whole imports from them are on the free list—coffee, bananas, and 
various other tropical products. 

Now, I would like, if I might, too, to make a brief statement regard 
ing the work of the Tariff Commission under section 22. 

The CuarrMan. Yes, sir. 

Mr. Ryper. Because there has been some testimony at these hear- 
ngs about it, and I think not an entirely correct impression has been 
viven of our work under that section. 

The CuarrMan. Doctor, I am advised that they have not finished 
with your testimony. Can you come back in the morning / 

Mr. Ryper. All right. At 10 o’clock? 

The Cuatrman. At 10 o'clock, yes. We might consider sitting 
longer tomorrow, but we have got to get on the floor today. 


Mr. Ryper. All right. 
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Senator Kerr. Mr. Chairman, I have a little statement here with 
respect to the support of the trade agreements by the domestic indus- 
trial producers that I would like to put in the record. 

The Cuatrman. Yes, sir. 

(The document referred to is as follows :) 


DoMEsSTIC INDUSTRIAL PRODUCERS SupPORT ‘TRADE-AGREEMENTS PROGRAM 


During the several hearings which have been held in past years by the Senate 
Finance Committee and the House Ways and Means Committee, both com- 
mittees have received, and placed in their records, a large number of statements 
both from individual industrial manufacturers and producers and from trade 
associations representing such producers, in support of the continuation of the 
reciprocal trade-agreements program. 

It is noteworthy that such statements have come from major producers who 
depend on the domestic market for the sale of the greater portion of their output, 
and who are also able to compete in the world market with the products of manu- 
facturers in other countries. 

The industries from which the statements have come cover a very wide range 
of United States enterprises. They include such individual concerns as: 


The Baldwin Locomotive Co. Allis-Chalmers Manufacturing Co. 
The International Harvester Co. Murphy Diesel Co. (Milwaukee, Wis.). 
The Gillette Safety Razor Co. Cutler-Hammer Co, (Milwaukee, Wis.). 
The Intertype Corp. (printing ma- Ace Fastener Corp. (Chicago, Lll.). 
chinery ). Goodyear Tire & Rubber Co. 
The Electric Wheel Co. Gates Rubber Co. (Denver, Colo.). 
The Justrite Manufacturing Co. Globe-Wernicke Co. (office equipment). 
The Sloan Valve Co. Pillsbury Flour Mills. 
SKF Industries, Inc. Atlantic Refining Co. 
The Mine & Smelter Supply Co. (Den- Standard Vacuum Oil Co. 
ver, Colo). McGraw-Hill Publishing Co. 
Waukesha (Wis.) Motor Co. R. M. Hollingshead Corp. 


The records of the two committees contain statements from dozens of other 
domestic producers, in support of the trade-agreements program. 

In addition to these individual statements the committee records show sup- 
porting statements from many trade and other associations which speak for 
thousands of members, both large concerns and “small business,” who are en 
gaged in domestic production and manufacture of industrial goods, 

Some of these associations are: 


The International Chamber of Commerce, United States Council. 
The Chamber of Commerce of the United States. 

The Commerce and Industry Association of New York. 

The Detroit Board of Commerce. 

The Cleveland (Ohio) Chamber of Commerce. 

The Dallas (Tex.) Chamber of Commerce. 

The New Orleans (La.) Association of Commerce. 

The Millers’ National Federation. 

The Typewriter Manufacturers’ Export Association. 

The Automobile Manufacturers’ Association. 

The Cigar Manufacturers’ Association of America. 

The Motion Picture Producers’ and Distributors’ Association. 


The Cuairman. We will recess until 10 o’clock tomorrow morning. 


(Whereupon, at 12:05 p. m., the committee adjourned, to reconvene 
on Thursday, April 5, 1951, at 10 a. m.) 
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TRADE AGREEMENTS EXTENSION ACT OF 1951 


THURSDAY, APRIL 5, 1951 


Unirep States SENATE, 
CoMMITTEE ON FINANCE, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m., in room 
312, Senate Office Building, Senator Walter F. George (chairman) 
presiding. 

Present: Senators George, Kerr, Millikin, and Butler. 

Also present: Mrs. E lizabeth B. Springer, chief clerk, and Serge 
Benson, minority professional staff member. 

The Cuatrman. The committee will come to order. 

All right, Senator Millikin, were you questioning Dr. Ryder? 


STATEMENT OF HON. OSCAR B. RYDER, CHAIRMAN, UNITED STATES 
TARIFF COMMISSION—Resumed 


Senator Mizuki. Dr. Ryder had something on the agricultural 
program that he wanted to put in. 

Mr. Ryper. Before I do that, I should like, if I might, Senator, to 
make clearer than I think I did yesterday my view in regard to the 
Commission’s experts serving on the negotiating team. You remember 
we discussed that ? 

Senator Minin. Yes. 

Mr. Ryper. I would like briefly to say what the set-up is so that you 
will know what it is and know what the problem is, so that Congress 
can decide what the policy should be in regard to it. 

Each negotiating team is made up principally of a State Depart- 
ment chairman with a man from, and expert from, the Department 
of Commerce, who is responsible for the facts in regard to the conces- 
sions we have asked. 

Then there is a man from the Department of Agriculture who repre- 
sents the views of the agricultural interests and the facts in regard to 
the agricultural programs. Finally, there is a man from the Tariff 
Commission who is responsible for information in regard to the con- 
cessions that we are offering. 

That makes up a logical team. Our men, like the men from Com- 
merce and Agric ulture, serve on the team, not as re 2g ntatives of 
their departments, but as representatives of the Trade Agreements 
Committee, which is conducting the negotiations. 

The Cuarrman. Who selects this man from the Tariff Commission ? 

Mr. Ryver. He is selected by the Tariff Commission. 

The Cuarrman. By the Commission ? 

Mr. Ryper. By the Commission; yes. 

1361 


80378—51 





1362 TRADE AGREEMENTS EXTENSION ACT OF 1951 


The Cuarrman. But he does not represent the Commission as 
commission ¢ 

Mr. Ryper. Oh, no; no, no. 

The CHatrMan. I just wanted to know who selected him. 

Mr. Ryver. That is right. 

If, as I said yesterday, you make it clear that he can have the fre 
dom to do the normal work that I described yesterday, I do not kno 
whether it would make much difference whether or not he was a me) 
ber of the team. But there is one thing that makes me think it wou 
be more advisable to have him continue as a member of the team, a1 
that is there do arise occasions, as I understand it, when it may | 
necessary for the member of the team from the Commission to take 
more prominent part than he ordinarily does. 

There is only one instance that 1 can remember, but from it you ¢ 
see the problem. I think it was in the negotiations with Brazil—I a 
not quite certain of the country. The head of the team had to ¢ 
away for some reason, and the assistant head of the team got sick 
‘There was no one—negotiations were almost at the completed stage 
there was no one who knew about the situation and the facts involved, 
but the Tariff Commission man, and he took charge and completed the 
negotiations, 

Now, such things as that are bound to happen now and then. Tari! 
Commission experts who work on these committees are men of hig 
caliber, judgment, and responsibility, and they should be free to do 
whatever they may be called upon to do. 

I put this before you so that you would know the situation. 

Senator Mriiixrn. So, in the one case you have described, the en 
ployee of the Tariff Commission actually took charge of the negot 
tion and completed it ! 

Mr. Ryper. At the very end of it, yes, because of the situation tha 
arose at that time, an unusual situation. 

Senator Minzixin. Are there not at least three other cases ig re 
employees of the Tariff Commission on those teams have acted 
chairmen because of absence or sickness or the regular chairman / 

Mr. Ryper. That is the only one I know of. 

Senator Minuikriy. You would not deny the possibility— 

Mr. Ryprr. There is the possibility. 

Senator Mrizr«1n. Of three or four other cases? 

Mr. Rypver. A bare possibility; and in my judgment, I cannot for 
my own part see the Saation to the present arrangement; but that 
is for the Congress to decide. 

Senator Mrii1K1n. It does not happen very often. 

Mr. Ryver. No. 

Senator Mriurkin. You can think of only one case? 

Mr. Ryper. Only one that I know of. 

Senator Mizuki. If you think of only one case and it doesn’t ha; 
pen very often, why not just reserve the rule, which apparently does 
not need any exception, that the Tariff Commission mind its own 
business as a fact-finding agency, and that its representatives serve 
in that capacity. 

Mr. Ryper. That is for the Congress to decide, of course. 

Senator Minzixin. Yes. But my question to you is, if it is a matte 
of such unimportance, if there is only one case that can occur to you 
mind where there appeared to some to be a reason for Tariff Con 
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mission employees acting as negotiators, if that is the only case of its 
kind, why not adhere to the rule? 

Mr. Ryper. Well, personally, I do not see any reason for a rigid 
rule. I think that he should be free to do whatever is required. 
It is probably better, therefore, to continue the present arrange- 
ment; but that is for the Congress to decide. 

Senator Miu. If there is only one case, no harm would be 
done if the rule would be adhered to. 

Mr. Ryper. Probably not. 

The CHammay. Is there anything further! 

Mr. Ryper. Not on that point. 

The CHarrman. Yes; all right. 

Mr. Ryver. I understand that yesterday, I am informed by Mr. 
Ballif here that I was asked a question—— 

Senator Miniixin. Mr. Ryder, when I am talking about adhering 
to the rule, I am talking about adhering to the view that the Taritt 
Commission should confine itself to the presentation of facts; that is 
what I am talking about, and there is some difference of opinion, 
obviously, as to whether that is or is not a rule, but I have called it 
i rule because I think even from your own testimony yesterday there 
is plenty of admission, and the law makes it clear, that the function 
of the Tariff Commission is to find facts. 

Mr. Rypver. There are two different things, Senator. I am making 
a sharp distinction between the Tariff Commission work, as such, 
when the Tariff Commission as an organization takes action, and 
when its experts act in their capacity as experts. 

Senator Minuiktin. Yes. 

Mr. Ryper. Now in this case our men are serving on these com- 
mittees in their individual expert capacities, and they are not respon- 
sible to the Tariff Commission for their actions. They are respon- 
sible to the Trade Agreements Committee during that period during 
which they are assigned to the negotiations. We lend them, in fact, 
to the trade-agreement organization for that period of time. 

Senator Miii1Kk1n. Do the other representatives of the teams repre- 
sent their departments or are they likewise acting in their personal 
capacity ¢ 

Mr. Ryper. I would say that they are acting in their personal 
capacity. I cannot answer that as definitely for them as I can for 
the Tariff Commission. 

Senator Minirk1n. Then you have what is the equivalent of a series 
of negotiating teams of unofficial persons attending to this vital part 
of the program. 

Mr. Ryper. No; they are officials. 

Senator Miti1K1n. They are officials in the sense that they are on 
the payroll. , 

Mr. Ryver. Well, the President has established a Trade Agree- 
ments Committee to conduct negotiations. The Trade Agreements 
Committee sits there supervising the negotiations, and these men 


serve as its instruments in carrying out the trade-agreements negotia- 
tions, ‘ 


Senator MitirK1n, But you just stated they act in their own capacity 
and do not represent their own departments, and hence I think it 
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follows logically that they can be described as persons who happen 
to be on the payroll, who are doing this part of the job. 

Mr. Rypver. They are representatives 

Senator Minirg1n. Out of their own heads and out of their own, 
let us call it, expertness, but they do not represent the departments. 

Mr. Ryper. They represent, as I would take it, the President and 
the Trade Agreements Committee, who are conducting the negotia- 
tions. 

Senator Miniixin. Yes; but they do not represent the departments. 

Mr. Ryper. No; that is right. 

Senator Mituixrn., Does the Trade Agreements Committee contro] 
their actions? 

Mr. Ryper. Yes. Here is the situation: The negotiating teams have 
the concessions that we are prepared to offer; they have been agreed 
on by the Trade Agreements Committee, and approved by the Presi- 
dent. 

Mr. Mitxixrin. Yes. 

Mr. Ryper. They have the concessions we are to request. 

Now they cannot go beyond what has been agreed to, without going 
back to the Trade Agreements Committee and getting their authori- 
zation; and the Trade Agreements Committee would have to go to 
the President to get his authorization. 

Senator Mitirkrn. So in the negotiating function, to achieve what- 
ever the preconceived result may be, they are acting there as indi- 
viduals who are on the public payroll—— 

Mr. Ryper. I do not—— 

Senator Mituikin. Within the bounds which you have just stated. 

Mr. Ryper. That is right. They are acting as representatives of 
the Trade Agreements Committee, I will put it that way. 

Senator Minirkin. But they have complete freedom, with the ex 
ception of where they want to enlarge their instructions and to cable 
back for permission to do so, they have complete freedom to nego 
tiate within the ranges that you are talking about. 

Mr. Ryver. Of course, if they do not get from the other country 
as much as we have requested, then they also have to report back and 
see if we have to reduce our concessions, our offers. You can see how 
it works backward and forward. 

Senator Mitirkrn. I understand how it works. I remember one 
time they cabled back to exceed the peril point. They wanted to ex- 
ceed the peril point. Do you remember that instance / 

Mr. Rypvrr. No; I do not. 

Senator Miiir«r. I think there was such an instance, but, I think, 
of course, they should cable back if they want to exceed their instruc- 
tions. 

Mr. Ryper. That is right. 

Senator Mittin. But let me repeat my question: Within the range 
that has been established by the Trade Commission, they do act as in- 
dividuals and not representing any particular department ? 

Mr. Rypver. They do not represent a particular department in that 
particular work. 

Senator Minirkin. Yes. 

Mr. Ryper. However, they represent the Trade Agreements Com- 
mittee. 
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Senator Muz1Kkrn. But the field of discretion is their field of dis- 
cretion. 

Mr. Rypver. Well, the field of discretion, as I see it, is rather lim- 
ited. 

Senator Mirurkr. It is? 

Mr. Ryver. It is, because they have the fixed schedules, and any 
departure from those schedules means that they have to go back and 
vet authority for it. 

Senator Mintx1Kkin. In other words, they have a peril point which 
they must not exceed. 

Mr. Rypver. That is right. 

Senator MILLIKIN. So there can be no objection to the peril point : 
is that correct 4 

Mr. Ryper. No; that is not as easily answered as that, Senator. 

Senator MituiK1n. I thought you would find difficulty in answering 
that. 

Mr. Ryper. I gave a long statement on the peril-point requirement ; 
you and I discussed that 2 years ago, and I suppose both of us are 
about of the same mind as we were then. 

Senator Mit1iiKin. I always live in the hope that I will get a shorter 
statement. [Laughter.| Hope too long deferred maketh the heart 
sick, 

Mr. Ryper. That is right. 

Senator Mitiikin. Tell us a little about that as to just what is 
their range. How is that established, Mr. Commissioner, their range 
of discretion at these negotiations? 

Mr. Rypver. Well, I described that, in part, yesterday. This com- 
mittee, that later becomes the negotiating team, is a country com- 
mittee —— 

Senator Mitzi. That is right. 

Mr. Ryper. Made up of experts from the different departments, and 
they, serving as experts. meet and prepare a tentative schedule with 
a statement of the facts, with the Tariff Commission digests attached, 
and that goes to the Trade Agreements Committee; and the Trade 
Agreements Committee goes over the proposed schedule in the greatest 
detail and makes its decisions. Those decisions are laid before the 
President, and, if the President approves them, negotiations proceed 
on that basis. 

Senator Mitiiktn. Well, those decisions say, “Don’t go beyond and 
do as much better as you can,” do they not? 

Mr. Ryper. Well, no; the decision is not to offer more than this list 
of concessions, up to a certain amount upon a certain list of prod- 
ucts-——— 

Senator Minin. That is right. 

Mr. Ryper. And to try to get from the foreign country. 

Senator Mrmr. Yes. 

Mr. Ryper. The concessions contained in the request list. That is 
another list. And that is the wav they start out. 

Senator Mitnikin. So they sit there under a limit which they can- 
not on their own authority exceed ? 

Mr. Ryper. That is right. 

Senator Miuuikin. That is right. So when they go into those con- 
ferences that point has been established for them. 
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Mr. Ryper. Yes, sir. 

Senator Mitzrkin, All right. 

I continue to suggest that that is in substance a peril point, unless 
you are out to peril things. 

Mr. Ryper. I do not want to go into a long discussion of the peri|- 
point provision. The procedure I have described differs from the 
peril point in several ways: One difference is that it is an interde- 
partmental decision. The chief difference is that in the case of the 
peril point the point found is a fixed thing which cannot be changed, 
so far as I can see; whereas under the present procedure if in the nego- 
tiations it appears desirable to go a little further on a certain item, 0 
maybe to add an item that had been left out—— 

Senator Mirirkrn. Let us test that, Mr. Commissioner. Let 
suppose the Tariff Commission were setting those points out of 
own authority, and let us assume that the President approved. If it 
were found that it was advisable to exceed a peril point, the Tariff 
Commission could reconsider the matter, could it not ? 

Mr. Ryver. I had not thought they could. 

Senator Mitirkin. Why not? 

Mr. Rypver. I had not thought they could. 

Senator Minzixry. You can always correct a mistake, can you not / 
Mr. Ryper. But in any case it would be difficult for the Tariff 
Commission here and the negotiations over there, without a full 

knowledge of the negotiating situation. 

Senator Muzrq1n. No more difficult than for those fellows to cable 
back to the Trade Agreements Committee. 

Mr. Ryper. Well, the Trade Agreements Committee is over ther 
It goes over there and sits over there. They are sitting in Torqua 
now. They have to cable back here to have any change put before the 
President. 

Senator Miri. Mr. Chairman, I suggest you can complete a 
transfer of cables to Washington faster than you can send messengers 
to find out where they are sttting around at ‘Torquay. 

Mr. Ryver. If you do that, that would give the Commission charg: 
of the negotiations, and I do not want that done. 

Senator Minirkin. That is right. 

Now, let us go back to this negotiating team. The members of thie 
team, other than the Tariff Commission, represent the Interdepart 
mental Trade Committee. Is that the correct name of it? What is 
the correct name of it? 

Mr. Rypver. The Interdepartmental Trade Committee. I do not 
think it has the word “interdepartmental” in it. 

Senator Mitt1x1n. So the members of the Tariff Commission repre- 
sent that committee ? 

Mr. Ryper. Well, that committee is made up of members from al! 
the departments, including the Tariff Commission. 

Senator Mitiikin. Yes. But you have said—at least those who are 
not Tariff Commission men do represent the Trade Committee, have 
you not? I mean the Interdepartmental Committee. 

Mr. Ryver. Oh, the Interdepartmental Committee, I do not know. 
I cannot speak for the other departments. I do not know exactly how 
the other departments operate; I do not know. 
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Senator Mini1Kkin. Well, we are now in a state of complete confu- 
sion. I thought you were speaking 

Mr. Ryper. What we were talking about, Senator, was the Trade 
Agreements Committee. 

Senator Mitirkry. I am talking about the negotiating teams. 

Mr. Ryper. I thought you were saying the Trade Agree ments Com- 
mittee. 

Senator Mitiikin. I thought you said trade-agreements negotiating 
teams represented experts in their field who represented the Initer- 
departmental Committee; is that right? 

Mr. Ryprer. In those negotiations. 

Senator Mitiikr1. In those negotiations ? 

Mr. Ryper. Yes. 

Senator Mititikin. You have said that the experts from the Tariff 
Commission do not represent the Tariff Commission. 

Mr. Ryprer. That is right. 

Senator MinurKkin. Does the expert likewise represent the Inter- 
departmental Trade Committee / 

Mr. Ryper. Oh, yes, I would say so. 

Senator Munuikin. He is the representative ! 

Mr. Ryver. In those negotiations, that is right. 

Senator Miuikin. What is your authority for providing experts 
to negotiate on behalf of the Interdepartmental Trade Committee? 

Mr. Ryper. Well, we are required by law to cooperate with other 
Government departments, and we are required to advise in regard to 
the trade agreements. 

Senator Minzixrn. Why do you not send someone over to negotiate 
the Japanese treaty? That needs cooperation. 

Mr. Ryprer. We loan our men to various organizations at various 
times. We are required by law to cooperate with other Government 
departments, and we are now having to loan people to several of the 
new defense agencies to help them get started on some of their work. 

Senator Mitiikin. Well, anyhow you do. 

Mr. Ryper. That is right. 

The Cratrman. Do I understand that you wish to say something 
about 22? 

Mr. Ryrprer. Oh, yes, section 22. 

The CHarrMan. That is the agricultural amendment ? 

Mr. Ryprr. That is right. In this particular case, Senator, I can 
speak for the Commission because the Commission, day before yester- 
day, agreed upon a report to the Finance Committee upon the amend- 
ment which Senator Magnuson intends to offer to H. R. 1612. 

The Cuatrman. Yes; we have that report. 

Mr. Ryper. On the Magnuson amendment. 

The Cuairman. You have that report, have you? 

Mr. Ryper. Yes; that is right. I can read the whole re ‘port or just 
the part that has to do with the work of the Tariff Commission under 
section 22, whichever you prefer. 

The Cuamman. I think you might put it into the record, your 
recommendations or the statement regarding the Magnuson amend- 
ment, and then you might discuss that part of it that refers to sec- 
tion 22 
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Mr. Ryper. All right. I will have the whole thing put in the record, 
then. 
(The document above referred to is as follows :) 


MEMORANDUM FOR THE SENATE FINANCE COMMITTEE ON THE AMENDMENT WHICH 
SENATOR MAGNUSON INTENDS TO Propose to H. R. 1612, Eranry-Seconp Con- 
GRESS, A BILL TO EXTEND THE AUTHORITY OF THE PRESIDENT TO ENTER INTO 
TRADE AGREEMENTS UNDER SECTION 350 OF THE TARIFF Act OF 1930, AS AMENDED, 
AND FOR OTHER PURPOSES 


This memorandum deals with an amendment which Senator Magnuson intends 
to propose to H. R. 1612, a bill which would extend the authority of the President 
to enter into trade agreements with foreign countries. In the absence of addi 
tional legislation this authority of the President would expire on June 12, 1951 
H. R. 1612, in the form passed by the House of Representatives and now befor« 
the Senate, would, in addition to extending this authority for 3 years (fron 
June 12, 1951, to June 12, 1954), amend the trade agreements legislation now 
in effect by providing additional statutory limitations and directives as to the 
’resident’s use of this authority. The amendment proposed by Senator Mag 
nuson would add a ninth section to the eight already contined in the bill. This 
ninth section, although it would, if enacted, be a part of the trade agreements 
legislation, would replace and amend the present provisions of section 22 of the 
Agricultural Adjustment Act, as amended, and that section would be repealed 
by subsection (g¢) of the Magnuson amendment. 


Changes which the Magnuson amendment would make in existing legislation 


Subsections (a) and (b) of section 22 of the Agricultural Adjustment Act, 
as amended, set forth the conditions and limitations under which the President, 
upon the advice of the Secretary of Agriculture, and after investigation and 
report of findings and recommendations by the Tariff Commission, is authorized 
to impose fees or quantitative limitations on imports, whenever such imports 
would render ineffective or tend to render ineffective or materially interfere 
with any program or operation with respect to any agricultural commodity 
or product thereof undertaken by the Department of Agriculture or agencies 
operating under the direction of the Department of Agriculture. Subsections 
(c), (d), and (e) of the present law deal with the technical and legal 
aspects of the administration of the section. Subsections (a) through (e) of 
the Magnuson amendment would adopt unchanged the conditions and limita- 
tions* applicable to the imposition of fees or quantitative restrictions which are 
now provided under subsections (a) through (e) of section 22 to prevent inter- 
ference with agricultural programs. The proposed amendment, however, would 
transfer to the Secretary of Agriculture the investigative functions yested by 
the present law in the Tariff Commission. It would appear also to transfer to 
the Secretary of Agriculture the discretionary power given to the President 
under the existing law. 

The proposal to transfer to the Secretary of Agriculture the investigative 
functions of the Tariff Commission under section 22 of the Agricultural Adjust- 
ment Act, as amended, raises a major question of governmental policy. In 
passing upon this question of policy, the Commission's experience under the 
present law may be of interest to the committee. That experience, therefore, is 
described in detail in a later part of this memorandum. 

The change in the wording used in the amendment from that of the present 
law as regards the discretion of the President requires brief comment. As the 
wording now stands, it appears to place in the hands of the Secretary of Agr 
culture important powers now vested in the President. Under the present law, 
although the Secretary of Agriculture initiates action with respect to imports 
under section 22, no investigation is undertaken except by direction of the 
President, and such investigation must be made by the Tariff Commission. 
Moreover, following the investigation and report to the President of findings 
and recommendations made in connection therewith by the Tariff Commission, 
the President need follow the findings and recommendations submitted to him 
as a result of an investigation only if he finds the existence of the facts with 
respect to interference on the basis of the investigation and report. 

1In the case of import fees, the limitation is that they shall not exceed 50 percent 
ad valorem: in the case of quantitative restrictions, the total quantity permitted to be 


entered cannot be reduced to proportionately less than 50 percent of the total quantity of 
such article as was permitted to enter during a representative period. 
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Under the Magnuson amendment. the Secretary of Agriculture is vested with 
the exclusive authority to determine whether an investigation will be initiated ; 
in addition, the investigation is conducted by the appropriate officer or agency 
of the Department of Agrceulture. The latter part of subsection (b) of the 
proposed amendment provides that the President shall impose the import restric 
tions which he finds and declares shown by the investigation to be necessary, 
However, it appears doubtful whether or not the President retains discretion 
to make findings or to impose import restrictions which differ from those sub- 
mitted by the Secretary of Agriculture in the light of subsection (e) which 
provides that “Any decision, finding, or certification of facts and required fees 
or quantitative limitations of the Secretary of Agriculture under this section 
shall be final.” The committee may wish to consider whether, despite the word 
ing of subsection (e) and the first part of subsection (b), the latter part of 
subsection (b) could be interpreted to mean that the President rather than the 
Secretary of Agriculture is to have final discretion as to the degree or character 
of the import restrictions to be imposed. 

Subsection (f) of section 22 of the Agricultural Adjustment Act, as amended, 
provides that fees or quantitative limitations on imports imposed in connection 
with agricultural programs shall not be in contravention of any treaty or other 
international obligation to which the United States is or hereafter becomes a 
party. It also provides, however, that no international agreement or amend- 
ment to an existing international agreement shall hereafter be entered into by 
the United States which would restrict the freedom of action of this Govern 
ment in respect to quantitative import restrictions imposed under this section 
to a greater degree than such freedom of action is restricted by the provisions 
of the General Agreement on Tariffs and Trade. Subsection (f) of the Magnu- 
son amendment would replace the foregoing provision of the present law by 
one Which would read as follows: 

“(f) No international agreement hereafter shall be entered into by the United 
States, or renewed, extended, or allowed to extend beyond its permissible termi- 
nation date in contravention of this section.” 

This proposal raises the question as to whether or not it would require the 
modification or abrogation of the General Agreement on Tariffs and Trade. 

The proposed amendment contains a clerical error. The third word from the 


end of line 23 on page 2 should be “or” rather than “of.” 


Tariff Commission operations in connection with the imposition of restrictions on 
imports under section 22 of the Agricultural Adjustment Act 


Section 22, since it was first adopted in 1935, has had for its general purpose 
the safeguarding of the programs of the Department of Agriculture from 
the possible interference that imports may cause in carrying out its various 
responsibilities under the Agricultural Adjustment Act. It permits the Presi- 
dent to impose restrictions upon particular Classes of imports where the impact 
of such imports on programs or operations undertaken or sponsored by the De 
partment of Agriculture is such that the imports in fact “render or tend to 
render ineffective or materially interfere with” the programs or operations 1n 
question. Section 22, however, requires that before such restrictions are imposed 
investigation shall be made to determine the facts as to the impact of imports 
on the programs or operations of the Department. Action under section 22 is 
initiated by the Secretary of Agriculture. It is provided, however, that the 
Tariff Commission, as a bipartisan fact-finding agency whose activities are prin 
cipally related to import restrictions and the competitive impact of imports 
upon domestic production, shall undertake such investigations and only by direc- 
tion of the President. It is the understanding of the Commission that the jro 
cedure above outlined as adopted by Congress has consistently had the approval 
of the Department of Agriculture since its inception in 1935 

The Magnuson amendment provides that the Secretary of Agriculture shall 
make the investigation and determination of the facts as to the effect of imports 
upon the programs or operations of the Department of Agriculture rather than 
the Tariff Commission. The committee, therefore, may be interested in a review 
of the Tariff Commission’s operations under section 22. 

Under the law and under Executive Order 7233, which contains the President’s 
instructions as to the procedures to be followed in imposing import restrictions 
under section 22, the Tariff Commission is authorized to make the appropriate 
investigations only when directed by the President in each particular case; the 


President gives such directions after recommendations to him by the Secretary of 
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Agriculture. In the 16 years in which section 22 has been in effect the President 
has directed the Commission to make three investigations under this section- 
on cotton, on wheat, and on tree nuts. In each of these cases the Commission 
instituted the investigation immediately upon receipt of the President’s di 
rections. 

The first Tariff Commission investigation under section 22 of the Agricultura) 
Adjustment Act was on cotton and cotton products. The President directed the 
Commission to initiiate this investigation on July 26, 1939, and the Commission 
ordered the investigation on the same day. The Commission’s report recom 
mending restrictions of imports of cotton and cotton waste was sent to the Presi 
dent 30 days later, August 25, 1939. Restrictions on imports in accordance with 
the Commission’s recommendations were proclaimed by the President on Sep- 
tember 20, 1939. 

The Commission did not consider its initial recommendations with respect to 
restrictions on imports of cotton and cotton waste as concluding its investiga 
tion; the investigation was continued on the Commission’s docket in order that 
action might be taken promptly, and without further direction from the Presi 
dent, if changes in the restrictions on imports should become desirable. Under 
the procedure thus provided for, the Commission has made 10 supplemental! 
investigations under section 22 of the Agricultural Adjustment Act with respect 
to cotton. As a result of these investigations, the quantitative limitations on 
the varieties of imports of cotton and cotton goods have been modified ; temporary 
increases in the volume of permitted imports of certain classes of cotton have 
been provided for; and various changes have been made in the administration 
of the quantitative controls of imports. These supplemental investigations 
have been initiated as a result of information that has come to the attention 
of the Commission in various ways and it is difficult to identify the exact dates 
upon which the Commission’s attention was first directed to the matter. It 
“an be said, however, that the Commission responded promptly to the situation in 
each case. The following tabulation will indicate the time involved between the 
Commission’s ordering of these investigations and the subsequent actions. 
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Supplemental investigations made by the Tariff Commission under sec. 22 of the 
Agricultural Adjustment Act with respect to cotton and cotton products 


| D: ic 

| 7 ‘ ate on which 

| f resti- date 
Date investi report of Date of 


gation ordered Date of public Commission’. | proclama- 
by Commis- hearings tion by the 


: was sent to > 
8 } reside 
sion President President 


Subject of investigation 





lo determine whether import quota on cot- 
ton of a staple of 1!4{6 inches or more in 
length should be continued Dec. 4, 1940 c. 11,1940 ’ 3, 1940 c. 19,1940 
To determine whether import quotas on cot- 
ton waste, cotton samples, and cotton card 
strips should be continued Nov. 12, 1941 x. 10,1941 | Feb. 23,1942 | 3 31, 1942 
To determine whether import quote 4s On Cot- 
ton of a staple of 1%6 inches or more in | 
length should be changed from a country | | | 
quote to a global quota____. | May 12, 1942 |_-- ao June 942 | June 29, 1942 
o determine whether import quot: as should | 
B+ imposed on harsh or rough cotton of a 
staple of less than 34 inch in length (ex- | | 
cluded from origina] quota) . , | Sept. 17, 1946 


To determine whether imports additional to 
those provided by regular annual quota | 
for cotton of a staple of 13% to 116 inches 
in length should be permitted . 23,1947 | Feb. 18, 1947 
l'o determine whether imports additional to | 
those provided by regular annual quota | 
for cotton of a staple of 14% inches to 11Ye | 17.1948 | M: 1948 
inches in length should be permitted _- Jan. 15, 1948 18 1948 | 1948 20, 1948 


lo consider change of quota year | June 9, 1949 y 7,1949 | Aug. 11,1949) 5S 3, 1949 
lo determine whether imports additional to | 

those provided by regular annual quota 

for cotton of a staple of 1346 to 134 inches in 

length should be permitted _.... | June 30, 1950 | y 18,1950 | Aug. 1950 
To determine whether imports additional to 

those provided by regular annual quota for 

cotton of a staple of 134 to 11Me inches in | 

length should be permitted. __. Sept. 20, 1950 | Sept. 2 
To determine need for further increase in the 

permitted imports during the quota year 

for cotton of the description covered by the 

last preceding supplemental investigation.| Nov. 29,1950 | Dec. 


14, 1946 
15, 1946 


jDec 


! Sent in response to request of President July 8, 1948, asking that the Commission reconsider it 
light of changes in situation, and that an allocation procedure be set up. 


Commission terminated investigation for additional supplemental quota for quota year 
1951. Noreport sent to President. 


NoTE.—The Commission is at present considering the advisability of ordering a supplemental cotton 
investigation to determine whether circumstances warrant the imposition of a separate quota on Tanguis 
cotton. 


The second separate investigation made by the Tariff Commission under 
section 22 of the Agricultural Adjustment Act was on wheat and wheat products. 
The President directed the Commission to institute this investigation on December 
13, 1989. The Commission ordered the investigation on December 14, and public 
hearings on this matter were held on January 4 and February 12, 1940. As the 
excess of the United States price of wheat over the Canadian price was found 
to be considerably less than the duty of 42 cents per bushel, there was obviously 
no basis for action as of that time under section 22. Because, however, of 
much uncertainty about the future course of prices, the Commission decided to 
hold the investigation in abeyance and to watch developments. By thus con- 
\inuing the investigation the Commission was able, when the situation changed 
so as to warrant it, to recommend action to the President without the delays 
incident to instituting a new investigation and holding another public hearing. 

The price difference between the United States and Canadian wheat began to 
widen early in the spring of 1941. By the middle of May the margin of the 
United States price of wheat over the Canadian price approached the 42 cents 
duty and a large increase in imports appeared probable. In order to prevent 
such an inerease, the Tariff Commission on May 19, 1941, recommended to the 
President the imposition of quotas on imports of wheat and wheat products. 
The President followed the Commission’s recommendation and put the quota 
into effect May 29, 1941, in ample time to prevent any considerable increase 
in imports of Canadian wheat. This quota has at all times since been maintained. 








1372 TRADE AGREEMENTS EXTENSION ACT OF 1951 


The third separate investigation instituted by the Tariff Commission was on 
tree nuts on April 13, 1950, on receipt of a directive from the President of that 
date. A hearing was called for the 16th day of May 1950. At the written request, 
however, of the attorneys representing the Pacific coast producers of almonds, 
walnuts, and filberts, the Commission postponed the hearing from May 16 to 
June 27, 1950. 

During the course of the investigation subsequent to the hearing, it was 
apparent that there would not be available prior to October 15 sufficiently accu- 
rate estimates of American production of tree nuts to determine with any degree 
of accuracy the quantity of the various types of imported tree nuts which could 
be permitted to be imported without exceeding the danger points in total supply, 
and thereby rendering ineffective the programs of the Department of Agriculture. 
This was especially evident because the Secretary of Agriculture, during the 
period between September 15 and October 15, would make his final determina- 
tions under the programs then in effect as to the restrictions on the marketing 
of American-grown tree nuts and the allocations of those tree nuts between the 
unshelled and shelled markets. Further, at the time of the hearing no marketing 
agreement existed on almonds, though it was anticipated that such an agreement 
would be made by the middle of September. All of the producing interests as 
well as the Department of Agriculture recognized the advisability of deferring 
decision until the data referred to became available. In fact, in the brief sub 
mitted in behalf of the domestic growers of tree nuts it had been specifically 
requested that “the Tariff Commission attempt to reach a final conclusion and 
make a report to the President not earlier than September 15, 1950, and not later 
than October 15, 1950.” 

After the hearing and the receipt of briefs, the Commission proceeded with an 
analysis of the facts obtained in the investigation and of the questions involved 
At the same time the Commission followed closely developments regarding the 
orders and regulations of the United States Department of Agriculture under 
the marketing agreements and under section 32, Public Law 320, Seventy-fourth 
Congress, as amended, and developments as regards the size of the 1950 fall crop 
in the United States and foreign countries, and as regards volume of demand 
and trend of prices. 

Sufficiently accurate estimates of American production of tree nuts became 
available in the fall of 1950, and it became apparent that under the conditions 
then prevailing no action with respect to imports under section 22 was warranted 
Because of uncertainties with respect to the course of imports over the year 
following, however, the Commission refrained from making a determination 
at that time and announced that the investigation would be continued so that if 
developments should occur which would warrant the imposition of restrictions 
on imports at a later date prompt action would be taken by the Commission. We 
have been advised by the Washington representatives of the domestic growers of 
tree nuts that this decision was in no way at variance with the wishes of the 
producers. The decision was also agreeable to the Department of Agriculture. 

The Commission is, of course, following the trend of imports and domestic 
production, and has recently received a request from the California Almond 
Growers Exchange that the investigation be reopened with a view to determining 
whether or not imports of almonds are in such volume and of such a character 
as to warrant imposition of restrictions upon such imports. This request is 
currently under study by the Commission. 


Senator Minurin. Mr. Chairman, might I make just a little brief 
interruption before he gets to that? 

The Crarrman. Yes. 

Senator Minurkin. I would like to ask the witness whether he 
agrees with the testimony of Mr. Brown on Tuesday, April 3, 1951, 
as follows: 

Senator MILLIKIN. With reference to the negotiations for rates at Torquay, 
since the peril-point law has been repealed, what do our country committees have 
to work on so far as a limit within which they should say is concerned? 

Mr. Ryprr. That was your question, was it ? 

Senator Minturn. That is the question. 

Mr. Brown. They have all of the information which is in the Government files, 


which has been accumulated over the years by the people dealing with the prod- 
ucts in the different departments, and the information which is obtained at the 
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hearings, both in the oral testimony and in the briefs, and information which is 
obtained from individual conferences with people who are interested, 

Senator MILLIKIN. So that each of those country committees has the infor- 
mation available from which a point or range could be determined which should 
not be exceeded ; is that correct? 

Mr. Brown. Yes, sir. I think if you remember the Executive order under 
which we are operating, the Tariff Commission is required to make certain 
studies and provide the organization with some information as to the competitive 
factors and a number of things which are specified. So that the data are there. 

Senator MILLIKIN. So when the country committee gets to work, it has before 
it from one source or another, or from all sources, data from which it can be 
advised as to limits which should not be exceeded ; is that correct? 

Mr. Brown. Yes, sir; it has before it information which would enable it to 
decide whether or not it should recommend a concession, and what the risks 
involved might be, 

Senator MILLIKIN, Is that not another way of saying it has before it informa- 
tion which gives caution or advice as to the limits not to be exceeded? 

Mr. Brown. I think so, sir. 


Do you agree with that / 

Mr. Rype r. Re rac the last sentence: I did not quite catch it. 
Senator MILLIKIN (reading) : 

Is that not another way of saying it has before it information which gives 


caution or advice as to the limits not to be exceeded? 
Mr. Brown. I think so, sir. 


Mr. Ryper. I would say so: yes. 

Senator Miniixiy. All right. 

Mr. Ryper. Mr. Chairman, in regard to section 22, since it was first 
adopted in 1935—as I am saying, this is a Commission report, and 
I am in this case representing the Commission, not just myself as an 


individual. 

Senator Kerr. Is there a difference in your viewpoint and that which 
you are going to read ? 

Mr. Ryper. No. Heretofore I have been speaking only of my per- 
sonal views. 

Senator Kerr. Yes. 

Mr. Ryper. Section 22, since it was first adopted in 1935, has had 
for its general purpose the safeguarding of the programs of the De- 
partment of Agriculture from the possible interference that imports 
may cause in carrying out its various responsibilities under the Agri- 
cultural Adjustment Act. 

It permits the President to impose restrictions upon particular 
classes of imports where the impact of such imports on programs or 
operations undertaken or sponsored by the Department of Agriculture 
is such that the imports in fact “render or tend to render ineffective or 
materially interfere with” the programs or operations in question. 

Section 22, however, requires that before such restrictions are im- 
posed, investigation shall be made to determine the facts as to the 
impact or imports on the programs or operations of the Department. 

Under section 22 action is initiated by the Secretary of Agriculture. 
It is provided, however, that the Tariff Commission, as a bipartisan 
fact-finding agency whose activities are principally relate d to import 
restrictions and the competitive impact of imports upon domestic 
production, shall undertake such investigations and only by direction 
of the President—only by direction of the President. 

It is the understanding of the Commission that the procedure above 
outlined, as adopted by the Congress, has consistently had the approval 
of the Department of Agriculture since its inception in 1935 
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I want to say that, in administering section 22, the Tariff Com. 
mission and all the members of the Tariff Commission have proceede«| 
with the most sympathetic attitude toward the agricultural program). 
with the aim of taking whatever action may be necessar y and that 
may be allowable under the law. 

‘The Magnuson amendment provides that the Secretary of Agri. 
culture shall make the investigation and the determination of faci 
as to the effect of imports on programs or operations of the Depart 
ment of Agriculture rather than the Tariff Commission. 

The committee, therefore, may be interested in a review of tly 
Tariff Commission’s operations under section 22. 

Senator Kerr. Say that again, not for the record. 

(Discussion off the record.) 

Senator Minin. The Magnuson amendment would take the Tar 
iff Commission out of the picture ? 

Mr. Ryver. That is right. It would make a section 9 of the bill. 

Senator Minirkry. Yes. 

Mr. Ryper. Under the law, and under Executive Order 7233, which: 
contains the President’s instructions as to the procedures to be fol 
lowed in imposing import restrictions under section 22, the ‘Tariil 
Commission is authorized to make the appropriate investigations 
only when directed by the President in each particular case. 

The President gives such directions after recommendations to hii: 
by the Secretary of Agriculture. 

Senator Mittixin. May I ask, Mr. Commissioner, who it is over 
in the White House who specializes in these problems which you are 
now discussing, and in the general subject of trade ? 

Mr. Ryver. I do not know that anybody is regularly assigned to it 
In recent years, in the last year or so, [ am sure that Mr. ‘Steelman, 
the President’s assistant 

Senator MiniiKkrn. Steelman ? 

Mr. Ryper. Steelman. 

Senator MinuiKkin. Steelman / 

Mr. Ryover. Yes. 

The Cuatrman. Dr. Steelman. 

Mr. Ryver. In the 16 years in which section 22 has been in effect, 

the President has directed the Commission to make three investiga- 

tions under this section—on cotton, on wheat, and on tree nuts. In 
each of these cases the Commission instituted the investigation im 
mediately upon receipt of the President’s directions. 

The first Tariff Commission investigation under section 22 of the 
Agricultural Adjustment Act was on cotton and cotton products. 
The President directed the Commission to initiate this investigation 
on July 26, 1939, and the Commission ordered the investigation on 
the same day. The Commission’s report recommending restrictions 
of imports of cotton and cotton waste was sent to the “President. 33") 
days later, August 25, 19: 39. Restrictions on imports in accordance 
with the Commission’s recommendations were proclaimed by the Pres 
ident on September 20, 1939. 

You can see there was a period of less than 2 months between tli 
order of investigation and action by the President in that case. 

Senator Mirx1K1n. And you took 30 days to do your job? 

Mr. Ryper. ae days; that is right. 

Mr. Murr. Along with all of your other work? 
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Mr. Ryver. That is right. 

The Commission did not consider its initial recommendations with 
respect to restrictions on imports of cotton and cotton waste as con- 
cluding its investigation. ‘The investigation was continued on the 
Commiussion’s docket in order that action might be taken promptly, 
and without further direction from the President, if changes in the 
restrictions on imports should become desirable. 

Under the procedure thus provided for, the Commission has made 
10 supplemental investigations under section 22 of the Agricultural 
Adjustment Act with respect to cotton. 

As a result of these investigations, the quantitative limitations on 
the varieties of imports of cotton and cotton goods have been modi- 
fied; temporary increases in the volume of permitted imports of 
certain classes of cotton have been provided for; and various 
changes have been made in the administration of the quantitative 
control of imports. 

The supplemental investigations have been initiated as a result 
of information that has come to the attention of the Commission in 
various ways, and it is difficult to identify the exact dates upon 
which the Commission’s attention was first directed to the matter. 

It can be said, however, that the Commission responded promptly 
to the situation in each case. 

Then there follows a tabulation which I will not read, of course, 
of those supplemental investigations, when we initiated them, when 
we made a recommendation, and when the President acted upon 
them. 

The CHarmman. That is attached to your report? 

Mr. Ryver. That is right. 

Senator Kerr. Let me ask you this at that point: When he directs 
an investigation, it becomes a continuing directive or a directive for 
a continuing investigation ? 

Mr. Ryper. Well, that is the way we have operated. In the cotton 
case, the Department of Agriculture had placed export subsidies on 
the exports of cotton, and it was feared, and it probably would have 
happened, that foreign cotton would flow in here, and American 
cotton go out to get the benefit of the subsidy. 

So, in order to prevent that from happening we promptly recom- 
mended quotas on the imports of long-staple cotton, and ordinary 
short-staple cotton, but we exempted from the quota certain types of 
waste, and short harsh cotton that came from India and China, which 
did not seem to have any problem at that time; and also we took no 
action in regard to cotton manufacturers. But we did not know what 
was going to be the final outcome of the export subsidy program ; how 
these other articles were going to be affected. It was not clear, so 
we continued the investigation, and the investigation has been con- 
tinued until the present day. 

We later did recommend a separate quota on harsh, short cottons 
from India and China when the situation arose which seemed to make 
it necessary ; but so far no situation has arisen which has caused us to 
take action in regard to cotton manufacturers. 

Senator Kerr. But as of today, on the basis of an order issued 
in 1939, the Tariff Commission still regards as current the directive for 
the investigation, and you operate on that basis; and should you find 
anything, either with reference to imports or exports, that were 
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damaging to the cotton producers of the United States or the cotton 
manufacturers of the United States, you would make a recommenda- 
tion for remedial action. 

Mr. Ryper. That is right. It seemed to be the only practical way 
of handling the situation, and that has been true in the other investi- 
gations that we have had. 

Senator Kerr. Even if that lay dormant for 5 years and condi- 
tions developed, you would act under that directive ? 

Mr. Ryver. That is right ; we could act under that directive. 

Of course, if, for instance, it became necessary to do anything on 
cotton cloth, we would call a public hearing. We do not act without 
duie—— 

Senator Kerr. You would be the judge of what investigation was 
to be made, and the manner in which it was made, upon which to base 
your recommendations ? 

Mr. Ryper. That is right. 

The second separate investigation made by the Tariff Commission 
under section 22 of the Agricultural Adjustment Act was on wheat 
and wheat products. 

The President directed the Commission to institute this investiga- 
tion on December 13, 1939. The Commission ordered the investiga- 
tion on December 14, and public hearings on this matter were held on 
January 4and February 12, 1940. 

As the excess of the United States price of wheat over the Canadian 
price was found to be at that time considerably less than the duty of 
42 cents per bushel, there was obviously no basis for action as of that 
time under section 22. 

Because, however, of much uncertainty about the future course of 
prices, the Commission decided to hold the investigation in abeyance, 
and to watch developments. By thus continuing the investigation, 
1e Commission was able, when the situation changed so as to warrant 

t, to recommend action to the President without the delays incident 
te instituting a new investigation and holding another public hearing. 

The price difference between the United States and Canadian wheat 
began to widen early in the spring of 1941. By the middle of May the 
margin of the United States price of wheat over the Canadian price 
approached the 42 cents duty, and a large increase in imports ap 
peared probable. 

In order to prevent such an increase, the Tariff Commission on 
May 19, 1941, recommended to the President the imposition of quotas 
on imports of wheat and wheat products. 

The President followed the Commission’s recommendation and put 
the quota into effect May 29, 1941, in ample time to prevent any con 
siderable increase in imports of Canadian wheat. This quota has at 
all times since been maintained. That is the story on wheat. 

The third separate investigation instituted by the Tariff Commission 
Was on tree nuts. 

Senator Mrniiktx. How much wheat is coming in here now ? 

Mr. Ryper. I do not know; but it has never been above the quota. 
and the quota isa small one. I do not know; I have not looked into it 
recently. I imagine the quota is filled in most years, although IT an 
not certain about it. 

Senator Mintiukin. We havea very large export market. 

Mr. Ryper. That is right. 
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Senator Min11K1N. So it helps us clear our surplus if there is a sur- 
plus in this country. 

Mr. Ryper. That is right. 

The third separate investigation instituted by the Tariff Commis- 
sion was on tree nuts on April 13, 1950, on receipt of a directive from 
the President of that date. 

A hearing was called for the 16th day of May, 1950. At the writ- 
ten request, however, of the attorneys representing the Pacific coast 
producers of almonds, walnuts, and filberts, the Commission post- 
poned the hearing from May 16, to June 27, 1950. 

During the course of the investigation subsequent to the hearing 
it was apparent that there would not be available prior to October 15 
sufficiently accurate estimates of American production of tree nuts to 
determine with any degree of accuracy the quantity of the various 
types of imported tree nuts which could be permitted to be ee 
without exceeding the danger points in total supply, and thereby 
rendering ineffective the programs of the Department of Agriculture. 

This was especially evident because the Secretary of Agriculture, 
during the period between September 15 and October 15, would make 
his final determinations under the programs then in effect as to the 
restrictions on the marketing of American-grown tree nuts and the 
allocations of those tree nuts between the unshelled and shelled 
markets. 

Further, at the time of the hearing no marketing agreement existed 
on almonds although it was anticipated that such an agreement would 
be made by the middle of September. 

All of the producing interests, as well as the Department of Agri- 
culture, recognized the advisability of deferring decision until the 
data referred to became available. 

Senator Minuikin. The producing interests ? 

Mr. Ryper. Yes. In fact, the brief submitted in behalf of the 
domestic growers of tree nuts specifically requested that “the Tariff 
Commission attempt to reach a final conclusion and make a report 
to the President not earlier than September 15, 1950, and not later 
than October 15, 1950.” 

After the hearing and the receipt of briefs, the Commission pro 
ceeded with an analysis of the facts obtained in the investigation and 
of the questions involved. 

At the same time, the Commission followed closely developments 
regarding the orders and regulations of the United States Depart- 
ment of Agriculture under the marketing agreements and under see- 
tion 82, Public Law 320, Seventy-fourth Congress, as amended, and 
developments as regards the size of the 1950 fall crop in the United 
States and foreign countries, and as regards volume of demand and 
trend of prices. 

Sufficiently accurate estimates of American production of tree nuts 
became available in the fall of 1950, and it became ap parent that 
under the conditions then prevailing no action with respect to imports 
under section 22 was warranted. 

Because of uncertainties with respect to the course of imports over 
the vear following, however, the Commission refrained from making 
a determination at that time, and announced that the investigation 
would be continued so that if developments should occur which would 
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warrant the imposition of restrictions on imports at a later date, 
prompt action could be taken by the Commission. 

We have been advised by the Washington representatives of tl 
domestic growers of tree nuts that this decision was in no way 

variance with the wishes of the producers. The decision was als: 
agreeable to the Department of Agriculture. 

The Commission is, of course, following the trend of imports an 
domestic production, and has recently received a request from the 

California Almond Growers Exchange that the investigation be re 
ae with a view to determining whether or not imports of almonsls 
are in such volume and of such a character as to warrant impositio 
of restrictions upon such imports. This request is currently under 
study by the Commission. 

Senator Minuixix. Would you mind telling us what the issues we: 
in the tree-nut case ? 

Mr. Ryver. I could not go into it, Senator, without going into al! 
the legal questions involved; and the Commission has before it a brie! 
from the producers taking one position, and a brief from the Depart 
ment of Agriculture, taking another position, and a brief from the—— 

Senator Minuikin. State Department. 

Mr. Ryper. |Continuing|—State Department, taking still another 
position; also a memorandum from our chief counsel taking stil! 
another position. 

Senator Kerr. But you say that the decision that you rendered sati 
fied the growers, on the one hand, and the Department of Agric ulture :' 
on the other? 

Mr. Ryper. I did not understand you, Senator. 

Senator Kerr. The action you took was satisfactory to the growers 
and the Department of Agriculture ¢ 

Mr. Ryper. That is right. 

Senator Kerr. Was it satisfactory to the State Department, or 
you not know #? 

Mr. Rypvrer. I presume so; I have not had anything from them on it. 

Senator Mitzirk1n. Well, the State Department would be satisfied 
because it did not want you to make a decision, is that not correct ¢ 

Mr. Ryver. That is correct. 

Senator Mitir«in. And the Department of Agriculture wanted you 
to make a decision ¢ 

Mr. Ryper. No. 

Senator MrurK1n. Is that correct ¢ 

Mr. Ryprer. No, the Department of Agriculture was perfectly— 

Senator Miturkin. The Department of Agriculture recommende: 
relief, did it not? 

Mr. Ryper. Oh,no. The Department of Agriculture only suggeste« 
that the President order the investigation by the Tariff Commission. 
Of course, in doing that he used the language of the law. 

Senator Minii1«in. But do not the communications of the Depart 
ment of Agriculture indicate that they thought the relief was justified / 

Mr. Ryver. I would have to read their testimony at our hearings to 
be certain what their position was. I do know this, Senator; that the 
Department of —- was in agreement with our decision not 


to take action last December when we made an interim report deferring 
this decision. 
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Senator Mi11K1n. I invite your attention to a copy of the letter 
from Secretary Brannan to you. I think the date is probably January 
30, 1950. It appears in our record of hearings here at page 76. The 
opening statement is: 

Dear Mr. Ryber: I have have reason to believe that almonds, filbers, walnuts, 
Brazil nuts, and cashews, of foreign production are being imported into the 
United States in such quantities as to render ineffective programs undertaken by 
the Department of Agriculture pursuant to the Agricultural Marketing Agreement 
Act of 1937, as amended, and Section 32, Public Law 320, Seventy-fourth Congress, 
as amended. 

Mr. Ryper. I think that letter was signed by the President—either 
by the President or some one for the President, and he has to use that 
language under the law in order to have an investigation. 

Senator Minzik1n. Well, the President is not going to put his signa- 
ture to something that is false in order to have an investigation, is he ¢ 

Mr. Ryver. The law says that when he has reason to think so and 
so, the President shall direct the Tari Commission to make 

Senator Kerr. Was this letter signed by the President or the Secre- 
tary of Agriculture? 

Mr. Ryper. There is no way of telling here. There is no signature. 
[ think it was from either Mr. Steelman for the President or from 
the President himself. 

Senator Minurk1n. I am advised that this is from either the Presi- 
dent or some assistant for him. 

Mr. Rypver. That is right. 

Senator Mituikin. But I ask you again, would either the President 
or Mr. Steelman ask you to take action on a statement that they did 
not. believe to be true ¢ 

Mr. Ryver. The law reads that way, and in directing the Tariff 
Commission to make an investigation the President must use that 
language. He must state that he has reason to think a thing is true 
when he directs the Tariff Commission to make an investigation. The 
language you read is the language which has been used in all of the 
orders and investigations that we have gotten from the President. 
All three of them have read in that same language. That does not 
mean that the President prejudges the investigation, of course. 

Senator Mittixrn. What you are saying is that you have had a con- 
tinuous course with statements which are not true. 

Mr. Ryper. I do not know about that, Senator. But I know that 
the President, in writing those letters, does not intend it to prejudge 
the ease, and he is using the technical language of the law in directing 
us to make the investigation. 

Senator Mitir«1n. There has been so much discussion over this 
tree nut business that I would like to refresh your memory of what 
Secretary Brannan did say in a letter to the President dated January 
50, 1950. He said: 

Dear Mr. PRESIDENT: It is hereby requested that you cause an immediate in- 
vestigation to be made by the United States Tariff Commission, pursuant to 
section 22 of the Agricultural Adjustment Act, as amended, relative to the effect 
of importation of tree nuts on the tree nut programs of this Department. 

This appears at page 77 of the record here. 


It is further requested that if it is found that imports tend to render ineffee- 
tive or materially interfere with any tree nut program of this Department, ap- 
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propriate quantitative limitations be proclaimed on entries of foreign tree nuts 
This request is based on Executive Order No, 7233 of November 23, 1935, and on 
the preliminary investigation undertaken pursuant to such order. 


Then he goes on and he cites a paragraph—well, let us read it: 


A near-record large domestic crop of tree nuts, almonds, filberts, pecans, anc 
walnuts (English) is indicated for 1949 and is expected to total 14.4 percent 
greater than the average for the period 1944-48. This supply will be augmented 
by imports whose rate of entry during the 1948 marketing season exceeded that 
of any season in the period 1927-47. The probable supplies in the domesti« 
market are Causing much concern, and six programs of this Department, thre: 
marketing agreements (walnuts, filberts, pecans) and three of payments (wal 
nuts, almonds, filberts), conditioned on the exportation or the diversion of sur 
plus stocks from normal channels of trade, are in operation for the 1949 mar 
keting season. 

In this 1949 season, approximately 35 percent of the total domestic consump 
tion of tree nuts may be imports and at the same time 30 percent of the met 
chantable walnut pack and 25 percent of the merchantable filbert pack will b: 
diverted to shelling and other outlets of low remuneration. Walnuts and almonds 
equivalent to approximately 14 and 11 percent, respectively, of each estimated 
crop are to be employed in outlets other than those of direct human consumption 
The quantity of southeastern unshelled pecans which may be sold for unshelled 
consumption outside of the production area will be restricted through grade and 
size regulations. 

A comparison of prices to domestic producers during the war and postwar 
years will show how the entry of competitively priced foreign tree nuts ad 
versely affects domestic prices, and hence interferes with the price stabilization 
and price improvement efforts of this Department. During the war years of cw 
tailed and uncertain imports, domestic farm prices for tree nuts were mostly at, 
or in excess of, their respective parity or comparable price levels. In comparison, 
in the 1948 season, when consumer purchasing power was at a record high level, 
imports of tree nuts exceeded the prewar 1935-89 average, and the domestic 
almond, walnut, and filbert growers received 76, 61, and 44 percent of parity, re 
spectively. The attempt of distributors to sell an abnormally large volume of 
foreign nuts domestically has depressed prices below the levels to be expected 
from the increased production as offset by improved marketing practices. 

Article XI of the General Agreement on Tariffs and Trade (Department of 
State Publication 3107) prohibits the imposition of quantitative restrictions on 
the importation of commodities, but section 2 (¢, i) and (¢, ii) of said article 
permits import restrictions on any agricultural product, imported in any form, 
necessary to the enforcement of governmental measures which operate (1) 
to restrict the quantities of the like domestic product permitted to be marketed, 
or (2) to remove a temporary surplus of the like domestic product. The six 
previously mentioned programs of this Department are governmental measures 
within these two exceptions to the general prohibition. Consequently, a quanti 
tative limitation on importation of tree nuts, to the extent that such importation 
interferes with the governmental measures, would not be prohibited by the 
General Agreement on Tariffs and Trade. 

Immediate action on the part of the Tariff Commission is advisable, as the 
injection of some certainty into the outlook for imports and can be expected to im- 
the domestic groups in their merchandising efforts and can be expected to im 
prove domestic prices. A draft of an order to the Commission, to be issued by 
you, is attached. , 

This Department will gladly make available statistical and other information 
that may be of value to the Tariff Commission in its investigation. 

Respectfully yours, 
CHARLES F. BRANNAN, Secretary. 

Mr. Ryper. I would call attention to the fact that that letter is 
dated January 30, 1949. 

Senator Mitiikin. Yes. 

Mr. Ryper. And it refers to a situation which he states existed in 
1949. . 

Senator Minirkin. Yes, sir. 

Mr. Ryper. The Tariff Commission did not receive an order for 

investigation by the President until April 13, 1950, 
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Senator Kerr. April 13, 1949? 

Mr. Ryper. April 13, 1950. 

Senator Kerr. 1950. 

Mr. Ryper. Yes. The letter from the Secretary of Agriculture was 


alated January 1950 and referred to the 1949 crop. 


Senator Kerr. You said it was dated 1949 instead of 1950. 

Mr. Ryper. Well, I misspoke myself, Senator. 

As I say, the Commission did not get an order for investigation 
until April 13, 1950. We called a hearing for about 30 days there- 
after, but at the specific written request of the domestic interests we 
postponed it until June 27. In the brief that they submitted after the 
hearing, the domestic nut growers asked that decision be not made 
before September 15, and not later than October 15; that was the way 
it was expressed. 

Senator Mizzikin. Did you make the decision by October 15 ? 

Mr. Ryper. I was coming to that. 

Senator Miniikin. All right. 

Mr. Ryper. By that time, by the September-October period, 
became apparent that there was a short domestic crop, as I recall it, 
of practically all of the nuts except almonds, and that the price situ- 
ation was considerably better. 

Senator Kerr. The price situation ? 

Mr. Ryper. The price situation, and there were, as I recall it, almost 
no programs in actual operation at the time. 

Senator Kerr. You mean support programs ? 

Mr. Ryper. What is that? 

Senator Kerr. You say there were no programs in effect. 

Me. Ryver. I mean although they had marketing agreements, there 
were no specific programs in operation under those agreements. 
There may have been one or two minor ones, I am not certain. Iam 
going from memory. 

So, as a result, it seemed to the Commission that there was no basis 
for a finding at that time. 

Senator Kerr. That is between September 15 and October 15, 
1950? 

Mr. Ryper. That is right. 

So we continued to study the question, and early in December, I 
believe it was, we issued an interim report stating the reasons for not 
taking action then, and I am sure that the report had the approval 
of the Department of Agriculture and the domestic producers. 

Senator Mirurkir. Well, the testimony here is to the contrary, 
Mr. Commissioner. 

Mr. Ryper. Well, I cannot help that. The Washington represent- 
atives of the nut growers expressed that view to us. 

Senator Mirxirkin. Well, the end point is that they did not get a 
decision, did they ? 

Mr. Ryper. No, not then, because there was unanimous agreement, 
so far as I can see, that there was no basis for action at that time. 

Senator Minurk1n. But there was not unanimous agreement in the 
Commission as to whether you had a right to issue an order, is that 
not correct ? 

Mr. Ryver. I do not recall that, Senator. 
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Senator MinxirKrn. Is there not a conflict in the Commission as t. 
whether, for example, you can go outside of a temporary surplus— 

Mr. Ryper. I do not know that there is. 

Senator Minurkin. Well 

Mr. Ryper. Wait a minute. 

Senator Mriiurkrn (continuing). One of the contentions was, one 
of the State Department contentions was, to the effect that there wa: 
no evidence, there is no indication that the surplus situation in tree 
nuts is temporary, as the foregoing provision would require. That 
isa State Department communication. 

Mr. Ryper. That is not my statement. 

Senator Mini1K1n. No, no, I am not holding you. The Lord knows, 
I would not try to hold you responsible for State Department stat: 
ments. [Laughter.] 

Mr. Ryper. Here is the situation, if you will let me explain it, Sena 
tor. 

Senator Minurkrn. Yes. 

Mr. Ryper. We had four or five different views as to the lega! 
situation resulting from article XI of the General Agreement on 
Tariffs and Trade, and section (f) of the Agricultural Adjustment 
Act, as amended—section 22 (f). 

I myself arrived at some tentative conclusion, and I think some other 
Commissioners did. Before we had gotten—— 

Senator Kerr. Is that a matter of record ? 

Mr. Ryper. What ? 

Senator Kerr. Is that conclusion a matter of record / 

Mr. Ryver. Oh, no. Iam coming to that. 

Senator Kerr. I mean, I would not want to inquire what it was if 
it were inappropriate. I noticed in the press that the President had 
arrived at a decision, but it was not yet for publication, and I won 
dered if this was a similar thing. 

Mr. Ryper. No. Here is the situation: The Commission had a brie! 
discussion of the legal question involved, but we decided in view of al! 
the circumstances that there was no reason, there was no occasion, for 
a decision at that time, and so we continued the investigation ; issued a 
public announcement to that effect in which we specifically stated that 
we did not pass upon the legal questions. So the Commission has 
never passed upon them, and I would not like to express my tentative 
views, which might be changed, when we discuss these questions again 
in the Commission and make a final decision on them, as we ultimate] 
will. 

Senator Miurkrn. So if you today indicated that the facts war 
ranted relief, you have not reached a conclusion as to whether thie 
law warrants relief, is that correct ? 

Mr. Ryper. So far we have not. 

Senator Mirtur1krn. So the industry is on two horns of a dilemma. 
It does not know what the Tariff Commission thinks about the facts. 
except that it knows that the Tariff Commission does not consider 
that a decision is advisable at the present time; but also it does not 
know whether it can have legal relief even if you make a decision on 
the facts. 

Mr. Ryper. Well, that is the same thing as is true, of course, when 2 
question of law has to be determined by a court. 

Senator Minin. Well, that does not relieve the tree nut grower. 
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Mr. Ryper. I know. That is the situation. I do not see how it can 
be avoided. 

Senator Mitirkr1n. That was a correct statement that I made, was 
it not? My statement was, first, you are holding a decision on the 
facts in abeyance and, second, you have not decided the law. 

Mr. Rypver. That is right. 

Senator Minurmkin. Therefore, the growers are confronted with 
those two dilemmas. 

Mr. Ryper. Yes. 

Senator Miturkin. Even if the facts warranted relief, he might be 
denied relief because you might conclude that you do not have the 
legal authority. 

Mr. Ryper. I think that is correct. Here is the situation: It was 
difficult and, I think, it would be impossible for the Commission to 
have passed upon the legal question in abstraction. 

We shall have to decide them in meeting specific issues in specific 
cases, 

Senator Mitiikin. Is it not also true, Mr. Commissioner, that if 
the State Department view prevailed you would not have jurisdiction 

Mr. Ryver. Well, I would not say we would not have jurisdiction. 
I would not say—I would have to read their letter again to be certain 
how much jurisdiction they would have left in of the case. 

Senator Miuirkin. Well, the State Department made two points, as 
I recall it: One, on this temporary business, and the other that if you 
were doing something that gave relief, that it would conflict with 

(TT. 

Mr. Ryper. That is right. 

Senator Minii«kin. Therefore, I suggest that it is just common logie 
that if the State Department view is followed, the tree-nut grower 
cannot get relief even if in the future you find that the facts, taken by 
themselves, warrant relief; is that not correct ? 

Mr. Rypver. Yes. As I recall it, the State Department view of it 
was that certainly if any action could have been taken it would have 
been a very limited action. 

Senator Miuurkin. That is right. 

Then, could there be any object tion, Mr. Commissioner, if they clari- 
fied the law to make it easier for you to take this question of doubt that 
may be in the Commission as to the law out of the picture entirely ¢ 

Mr. Ryper. Well, that is another matter which raises the question 
of how imports ant it is to maintain the present General Agreement on 
e ariffs and Trade. I would not like to commit myself without know- 
ing exactly what the change is going to be. 

Senator Miziixin. Let me put it to you this way: I am not asking 
you to approve in advance specific language, but supposing this com- 
mittee should say and this committee should conclude, among its 
members, that it is an intolerable situation; that the tree-nut industry 
finds itself confronted with the dilemma we have referred to, and 
that it decides that at least the legal basis for the dilemma should be 
removed. You could not have any objection to that, could you? 

Mr. Ryper. Of course, I do not have any objection to anything the 
Congress wants to do in the matter. I do not know. It is a very 
complex question. Personally, I would not like to see any law that 
would require a violation of the General Agreement. If your pro- 
posal does that, then 
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Senator Minuikin. Now, Mr. Commissioner, just yesterday you tol 
us that you have written out the effect of the words “unforeseen 
developments,” which write out two words of GATT. 

You gave us some other testimony regarding concessions and other 
matters where you have reached practical decisions which, let me put 
it mildly, might be in conflict with GATT. 

Now, if we should remove those conflicts, surely you could not have 
any objection, could you? 

Mr. Ryper. I do not agree that there is a conflict. I do not agree 
that we have ruled out the word “unforeseen,” but we have interpreted 
it ina way that probably gives it very little meaning. 

Senator Miixin. You have interpreted it out rather than ruled 
it out. 

Mr. Ryver. I think we have interpreted it under all the circum- 
stances in an entirely logical and fair way, and I do not think it is 
in violation of the General Agreement. 

Senator Miitzikin. Let me come back and ask if this committee 
and the Congress should remove these burdens of doubt which are in 
the Commission as to whether there is a conflict between GATT and 
what you are doing or would like to do, that could not result in any 
objection from you, could it? 

Mr. Ryvrr. As I said, again, I would not object, and I am not 
going to object, of course, to anything that Congress wants to do on 
the subject. 

Whether I would think it was the thing that I would personally 
want to do or not, I would have to see it; I do not know. 

Senator Minuikin. But you would have no violent objection if we 
used our own judgment on it, would you? 

Mr. Ryper. Of course not. 

The CnHarrman. Are there any further questions? 

Senator Mitii«1n. I would like to ask the Commissioner how many 
applications—or would you know the number of applications—that 
have been made to the Secretary of Agriculture for relief under sec- 
tion 22? 

Mr. Ryper. I have no information on that whatsoever. I would 
assume that the Secretary of Agriculture has certified all cases to us 
that have had much merit. I do not know, that is just my assump- 
tion. 

Senator Mintir«1n. You do not know how many applications? 

Mr. Ryper. I have no knowledge on that subject at all. 

Senator Mirz1k1n. But those that have filtered through to the Com- 
mission via the President are the three you have just discussed ? 

Mr. Ryper. That is right. 

Senator Minur«in. Now, section 22 contains a clause which has 
been interpreted to mean that our agricultural programs, and what- 
ever relief might otherwise be available under section 22, must con- 
form to GATT. I feel quite sure that an effort will be made to take 
that out of section 22. What do you think? 

Mr. Ryper. There again it is a matter of policy. My own view is, 
that as I would like to see the General Agreement maintained, I would 
like to see section (f) retained. If I may speak as a layman, not being 
a lawyer, I would say that I have never had any difficulty in under- 
standing the meaning of (f), but maybe that is simple mindedness 
on my part. I know a great many people have found difficulty. 
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Senator Mrmr. Well, the Department of Agriculture and the 
Department of State are in conflict on the subject. 

Mr. Ryper. Are they? I did not know that. 

Senator Mrnurk1n. When we are confronted with a conflict of that 
kind, we are warranted in resolving it, are we not ? 

Mr. Ryper. Isthatso? I did not know there was a conflict. 

Senator Minzikin. Well, you have got letters from the Department 
of State and the Department of Agriculture proposing views whic! 
are diametric ally opposite as to the effect of GATT. 

Mr. Ryprr. I know, but they do not disagree regarding the effect 
of (f). Maybe Iam mistaken. Iam going from memory: I have not 
looked at those letters recently. I think, however, that they did not 
have any disagreement with regard to the meaning of (f). but the Vv 
did have a great disagreement with regard to the meaning of article 
XI of GATT. 

Senator MiniiKk1n. But it does come down to the question of whether 
GATT rules this question, does it not ? 

Mr. Ryper. Well, it is whether the obligations of the GATT have 
to be taken into account. 

Senator Mintiikrn. And there is a direct conflict between the two 
Departments on yes or no. 

Mr. Ryper. No; the Department—— 

Senator Miki. And it is our job to resolve conflicts of that 
kind. 

Mr. Ryper. As I recall the Department of Agriculture letter to us 
on this subject—I see it is in here; I have not read it recently—as I 
recall, however, they argue that all the action that is necessary, that 
the a thought should ‘be t: iken in regard to tree nuts, could be done under 
the GATT. I think that is the argument that they made. 

Senator Mituikin. And the State Department says “No.” 

Mr. Ryper. That is right. But they, as | recall it—there was no 
difference of opinion between them that article XI did apply. 

Senator MitxiKkin. Well, the only difference of opinion, spread it 
into or over any article that you choose, is that the Department of Agri- 
culture says that you can give relief as a matter of law 

Mr. Ryper. That is right. 

Senator Mim.iKIn (continuing). And the Department of State says 
you cannot give relief as a matter of law. 

Mr. Ryper. That is right. 

Senator MiturKkin. And in the interest of the citizen, that poses the 
question to us as to whether we shall resolve the doubt. 

Mr. Ryper. But that is not, as I understand it, a difference as to 
the meaning of subsection (f) of section 22, but a difference as to the 
meaning of article XI of the GATT, and to the interpretation to be 
given to certain of the agricultural adjustment programs. 

Senator Mintikxi. Assume that you are correct, pin the cause of the 
difference to any part of the act that you please, we certainly are con- 
fronted with a problem as to whether we wish to clarify those dif- 
ferences by law, are we not ? 

Mr. Rypver. That is for you to decide. 

Senator Minurk1n. If we decide, say, with the Department of Agri- 
culture, you would not turn your back on that great agency, would 
you? 
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Mr. Ryper. I have said over and over again I shall follow anything 
that the Congress enacts. 

Senator Mitiixin. That is good. 

Senator Kerr. With reference to that conflict between Agricultur 
and the State Department, I believe I heard you say awhile ago that 
the Commission itself has made no decision—— 

Mr. Ryper. That is right. 

Senator Kerr (continuing). As to which of the viewpoints is legal!) 
correct, if either. 

Mr. Ryver. That is right. 

Senator Kerr. | gathered from what you said that there was son 
difference of opinion among the Commissioners in tentative form as 
of this time. 

Mr. Ryprer. As of last December when we discussed it. 

Senator Kerr. Yes. 

Mr. Ryper. There was apparently some differences of opinion. 
They might have been resolved, if we had continued the discussion. 

Senator Kerr. But it has not? 

Mr. Ryper. That is right. That is all I think I should say about it. 

The Cuarrman. I may remind you, Doctor Ryder, that only the 
ignorant agree on the interpretation of a law. 

Mr. Ryper. That is right. 

The Cuatrman. Learned lawyers never agree. 

Mr. Ryper. That is right. That is the reason that I think I under- 
stand section (f) while some lawyers do not think they do. 

The Crrarrman. As I understood your position, you think you have 
an understanding of it. 

Mr. Ryprer. That is because of my ignorance, and not being a 
lawyer. 

The CuatrmMan. Not being a lawyer, you think you understand it. 
{ Laughter. | 

Mr. Ryper. That is right. 

The Cuarmman. Only the ignorant can agree among themselves; 
that is, ignorance in the sense that they are not lawyers. 

Senator Mitiikin. Mr. Commissioner, I take it you are opposed to 
the Magnuson amendment, is that right? 

Mr. Ryper. Yes; personally Iam. Let me say this: You have the 
Commission memorandum on the amendment. The Commission never 
opposes as a Commission, anything or favors anything. We tried to 
give you the facts and that is all we did. 

The CuatrmMan. This is a unanimous decision of the Commission / 

Mr. Ryprer. That is a unanimous report of the Commission, but we 
do not take a direct stand on the bill. 

The Cuairman. I understand. But you set forth here what you 
regard as the factual basis? 

Mr. Ryper. That is right. 

The Cuatmrman. And leave it up to the Congress, of course. 

Mr. Ryper. That is right. 

The Cuatrman. I wanted to get at this: This report represents the 
unanimous view of the Commission ? 

Mr. Ryper. That is right, the unanimous view of the Commission. 
There was no disagreement at all. 
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Senator Minin. Now, we have a recommendation from Senator 
Holland to the effect that we allow the Secretary of Agriculture to 
propose quotas of a particular type on perishable agricultural products. 
Are you familiar with that amendment ? 

Mr. Ryper. No; lamnot. Ido not think I have ever seen it. This 
is the first time I have ever heard of it. 

Senator Miturkin. You would not preclude the wisdom of setting 
up, assuming it was done soundly and wisely, special procedures to 
take care of perishable crops by reason of their perishable nature, let 
us say, that would affect the time element / 

Mr. Rypver. I could see that there is a problem there. 

Senator Minir«1n. Let us say it short-circuited the usual pro- 
cedures. 

Mr. Rypver. Of course, I do not know what kind of a law you have 
n mind. 

Senator Mitirk1n. You are not prepared to testify about the Hol- 
land amendment, is that it ? 

Mr. Ryprer. No. This is the first time I have heard of it, Senator. 

Senator MiLLikin. Do you have any suggestions for clearing up the 
present state of the law anywhere along the line so far as the Tariff 
Commission is concerned ¢ 

Mr. Ryper. You mean the present law? 

Senator Miniikin. Yes. 

Mr. Ryper. The present law? No; I have the recommendation 
in regard to that. 

Senator Miturkin. What is your opinion on section 8 of the bill 
before us, which is brief, and I will read the gist of it: 

(e) No reduced tariff or other concession resulting from a trade agreement 
entered into under this section shall apply with respect to any agricultural com- 
modity for which price support is available to producers in the United States 
unless the sales prices (as determined from time to time by the Secretary of 
Agriculture) for the imported agricultural commodity within the United States 
after the application of such reduced tariff or other concession exceed the level 
of such price support. 

Have you any opinion on that? 

Mr. Ryper. Yes. 

Senator Minuikin. Is this your own opinion or—— 

Mr. Ryprr. No; I cannot state the opinion of the Commission. 
have never discussed it with any other Commissioner. 

Senator MritirKin. Yes. 

Senator Ryper. As I see it, this subsection 8, if enacted, would 
require either the renegotiation or the denunciation of a number of 
trade agreements. How soon it would be necessary to do it would 
depend upon unpredictable circumstances; that is, unpredictable 
so far as 1 am concerned. 

It seems to me that it would probably upset to a very large extent 
the present program. 

Senator Mitiix1n. How would it upset the present program / 

Mr. Ryprer. Because articles which have at different times been a 
matter of price support are key products in a number of our trade 
agreements. When action modifying or terminating any one of 
these agreements would have to be taken would depend upon when 
the landed price of imports of the agricultural articles.on which 
concessions were made in that agreement will go below the support 
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¥ ice of the Department of Agriculture. Of course, we would want 

to take action before that happens, because we do not want to be 
violating that agreement by suspending the concession. This, I 
think, would be very detrimental to the trade-agreements program. 
That is just my opinion of it. Whether you want to do it or not 
is, of course, a matter of policy again. 

Senator Miniikin. Well, it goes to the basic question of whether 
we shall allow our support-price programs to be upset by importations, 

Mr. Ryper. I would say that section 22 is probably sufficient sup- 
port. Anyhow, I do not think that so far the trade agreements have 
to a very great extent interfered with any of the price-support 
programs. 

It is a problem there, I will agree with you, Senator, but it is—— 

Senator Minuixrn. How many digests did you prepare for use at 
the Torquay Conference ¢ 

Mr. Ryper. I do not know that. I am told about 2,000. 

Senator Minirkin. About 2,000? 

Mr. Rypver. Mr. Morrison is not positive about it, however. 

Senator MitirKrn. Is that a safe rough figure ? 

Mr. Rypver. He says he would rather check on it, Senator. I will 
check on it and I will put a correct figure in, if it is agreeable with 
the committee. 

Senator MinxirKk1n. I wonder if you could check on it over the tele- 
phone. I think it is rather important to know. 

Mr. Ryper. He will try to get it for you. 

The CuHarrman. What was the question exactly, Senator Millikin, 
that you wanted answered ? 

Senator Miniixry. I wanted to find out how many digests they pre- 
pared for the use of our negotiators at Torquay. 

The CHarrmMan. You might provide a rough answer. 

Mr. Ryver. He is going to telephone. He gave a rough answer of 
2,000. I think it would be an overestimate, but I am not certain. 
He is phoning to see. 

There were 2,700 statistical classes covered, but some of the digests 
covered more than one class. Twenty-seven hundred statistical classes 
were covered. 

Senator Miirikry. Consolidated into a lesser number of classifi- 
cations? 

Mr. Ryper. In a number of cases, two or more statistical classes 
were treated together in the digests. 

Senator Minirkrn. How long did it take to prepare these digests ? 

Mr. Ryper. The digests we prepared this time were quite different 
from those we ordinarily prepare. We had just finished a revised 
edition of the tariff information so we took these revised summaries 
and we put a supplement at the front of each one of them, usually 
only a page or two, giving the more recent figures and additional facts. 
Work on the digests, as such, was therefore less than for the Geneva 
or Annecy negotiations. 

Senator Minzixtx. How much time would you say? 

Mr. Rypvrr. They occupied the principal work of the time of the 
staff for 3 months, we will say. 

Senator Minzixkin. Thank you very much. 
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Mr. Ryprer. Of course, the summary which preceded them took a 
much longer time, much longer time of the staff, but they were re- 
vised at the request of the Ways and Means Committee of the House. 

The Cuairman. The summaries were revised at the request of the 
Ways and Means Committee, you say / 

Mr. Ryper. That is right; and we spent a year or so, I think, work- 
ing upon a revision of those digests, not exclusively, of course; we did 
other things. 

Senator Miniiktn. But in preparing the digests for the negotia- 
tors you took how long ¢ 

Mr. Ryper. About 3 months. 

Senator Minurkin. Thank you very much, Mr. Ryder. 

The Cuamman. Are there any other questions! Senator Kerr? 

Senator Kerr. No questions. 

The Cuarrman. Are there any others of these amendments made 

1 the House that you wish to make any comment on ¢ 

Mr. Rypver. No; I think I have commented on all of them, except 
the peril-point amendment, and I commented on that at such length 
in 1948 and 1949, and you have the record of it, so that I did not 
think it was necessary to go into now. 

The CuarrMan. We have it in great detail now. 

Mr. Ryper. That is right. 

The Cuairman. The peril point amendment made with respect to 
this particular bill differs in one respect, does it not, from 

Mr. Ryper. Yes. As I recall it, it differs in only one respect, and 
that is that if the peril point should be exceeded, instead of the Presi- 
dent’s having to send to the Congress the whole list of peril points 
and the data in regard to them, he has only to send those on which 
the peril point was exceeded. 

The Cuaimman. In other words, it limited his work. 

Mr. Ryper. That is right. 

Senator Minzikin. And it prevented the disclosure of irrelevant 
information—— 

Mr. Ryper. That is right. 

Senator Miti1kin (continuing). Which might have embarrassed 
our relations with foreign countries if they did not get the full amount 
of concessions we might have been willing to grant. 

Mr. Ryprr. That is an improvement, I think. 

Senator Mintirkin. Yes. 

Mr. Ryver. That is right; I think that was an improvement. 

Senator Miniikin. | thought that was a very good improvement in 
the law. 

Mr. Ryper. That is right. 

Senator Miuurkr1. Are you familiar with section 516 (b) of the 
Tariff Act? 

Mr. Ryprr. Let me see. 

Senator Minuikin. It has to do with classifications. 

Mr. Ryprr. Oh, yes; I know that. 

Senator Miiimi. We have had complaint here that there is no 
way to test a question of classification, and it was brought sharply 
to our minds in connection with a dispute as to whether sand may 
fairly be classified as some type of chemical, as nepheline syenite. 

Mr. Ryper. That is right. I have never gone into that question, 
Senator. I know there are two views on it. One is that by this see- 
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tion of the Trade Agreements Act the domestic producers are deprive: 
of the privilege of going in court on a question of classification. 

On the other hend, I know that there are arguments made that th: 
provision was uscd merely to harass the importers. I have never gon 
into it myself and I have no opinion that would be worth while t 
give you. 

The Cuamman. That is largely a Treasury problem? 

Mr. Ryprer. That is largely a Treasury question. 

Senator Miurk1~. You would have the right, if we restored suc 
right, to litigate an erroneous, or what the litigant thinks is an erro 
neous, Classification. 

Mr. Ryver. I will have to say that I have no opinion on that. 

Senator Miri. All right. 

The CHarrMan,. Senator Millikin, do you have any further ques 
tions? 

Senator Minirkrn. No. 

The CuHatrman. Well, Doctor, we appreciate your appearance her 
sir. 

Mr. Ryper. Thank you very much. 

I am always glad to appear before this committee, and happy 
help you in any way I can. 

The Cuamman. If there has been any request for any specific mat 
ter to go into the record, why, you submit it. We had hoped to print 
the record next week. 

Mr. Ryper. There is one additional thing I should like to say. As 
I understand from Mr. Ballif here, I was asked a question yesterday 
us to whether action could be taken under the escape clause unless 
domestic producers were losing their domestic market, and I said, 
“Yes.” If so, I did not mean it. I did not comprehend the question. 

Senator Miniixry. Would you mind stating what your position is 
on that ! 

Mr. Ryper. Well, my position is stated in the Commission’s report 
on criteria in escape clause cases, which has been made a part of this 
record. That report states that action may be taken under the pres 
ent law if there has been an increase, either absolute or relative, in 
imports. If the increase is absolute, they might continue to have a 
larger percentage of the domestic market than they had before. 

Now, on the other hand, if you take it on the relative basis, the ratio 
basis, then it works the other way, as you can see. 

Senator Mriunrki. Let us assume, Mr. Commissioner, that there i- 
no increase, absolute or relative, but’ that due to imports the man has 
to make his case that he is losing what might be termed his proper 
share of the market. Would you give him relief ? 

Mr. Ryper. I do not think you could take action under the present 
law, and I do not think that the escape clause should be expanded 
to take care of that kind of a situation. You would then be making 
the escape clause sort of a general tariff, emergency tariff, provision of 
some kind. Unless there has been something which has happened 

causing domestic producers to lose a part of the market t, it is difficult 
to see how you can attribute it to any change in the import situation. 

Senator Miiuixr. Of course, that is the difficulty of the applicant: 
that is not your difficulty. If the applicant proves injury due to the 
customs, and if that injury is one which causes him to lose what might 
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he called his proper percentage of the market, there is no relief at the 
present time. 

~ Mr. Ryover. If he is losing a percentage of the market to importers, 
then you can take relief under the escape clause as it is interpreted, 
because if there was a relative decrease in production that would mean 
a relative increase in imports. 

Senator Miniikin. Even though the imports declined / 

Mr. Ryper. Even though in absolute quantities the imports may 
have declined. 

Senator Kerr. Absolute quantity or quality ’ 

Mr. Ryper. Quantity. The imports may have declined: but if 
domestic production has declined more so there is a relative increase 
in Imports, then the Commission can, under the escape clause, take 
iction, 

Senator Minz1«1n. I think you have answered my ae ion. 

Then you can write out entirely the question of increase, absolute 
or relative, and even though there has been, let us say. a a ‘crease, if 
the whole effect of the tariff is to deny an American his fair share of 
the market, he could get relief. 

Mr. Ryner. If he is getting a declining share of the market, and 
the importers are getting an increased share of the market, then he 
can get relief under the esc ape clause. 

Senator Miniikin. Regardless of the other conditions of the escape 
clause ¢ 

Mr. Ryper. Of course, he has to be under such terms and conditions 
as to cause him serious injury. 

Senator Mitirki1n. Due to the concession, for example / 

Mr. Rypver. Well, under the law it would only have to be—in the 
way we have administered the law it would only have to be—a con- 
tributing factor; and if, as I said yesterday, I think, and I repeat it, 
there has been an increase, relative or absolute, in imports after a 
concession has been made, then you can be certain that the concession 
lad something to do with it. 

Senator Minzikrn. If what other “if’s” are established? Add the 
other “if’s” that must be established. 

Mr. Ryper. We do not have to add any other “if’s.’ 

Senator Minirk1n. No other “if’s”? 

Mr. Ryper. Read our criteria. All we had to do is to show that 
imports had something to do with it—I mean the reduction in duty 

had something to do w vith it. 

Senator Kerr. The concession had something to do with it. 

Mr. Ryper. The concession had something to do with it. 

Senator epee Let me put it to you again. First, let us define 
absolute and relative increase. What do you mean by that? 

Mr. Ryper. That would be imports before the concession was made 
were a million pounds. 

Senator Kerr. Could you say, Commissioner, that an absolute in- 
crease would be a greater quantity than previous imports? 

Mr. Ryper. That is right. I was going to give an illustration, but 
that is the way to put it in general terms. 

Senator Mittin. Now, give us the definition of relative. 

Mr. Ryper. A relative increase would be imports supplying a larger 


proportion of total domestic consumption than they did before the 
concession was made. 
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Senator Kerr. Although the total imports might be less. 

Mr. Ryper. Although the total imports might be less. 

Senator MILLikin. I was interrupted in your last answer, and I an 
serry, but would you mind repeating it ¢ 

Mr. Ryvrr. I do not know exactly what I said. 

The Cuatrman. Please repeat the answer, Mr. Reporter. 

(The answer was read by the reporter. ) 

Senator Mituikiy. In relation to what? 

Mr. Ryper. They might be less in absolute quantity; instead « 
being a million pounds, they might be 750,000 pounds. 

Senator Kerr. But if that constituted—— 

Mr. Ryper. But the production may have fallen off more. 

Senator Kerr (continuing): They constituted a larger percentage 
of the total domestic market. 

Mr. Ryper. That is right. The original language of the GATT 
just said “increase,” but that was interpreted at the Habana confet 
ence, largely through the efforts of the United States delegation—I 
had a little to do with it—to include a relative as well as an absolute 
increase. 

Senator Miniikin. So far as the Habana conference was concerned, 
I do not know whether that has been abandoned by the Tariff Com 
mission, but it has been abandoned by the State Department. 

Mr. Ryper. Lam not talking about the charter. 

The CuarrmMan. Not the charter; you are talking about the work 
you did, the interpretation. 

Senator Miniikix. Now, the tests of the law are that there must 
be an increase in quantity of imports; that this increase has been a 
result of unforeseen conditions; that it has been a result of the co: 
cession on the article; the increased imports are entering under such 
conditions as to actually cause or threaten serious injury to domesti 
producers. 

Mr. Ryper. That is right. 

Senator Miiuikin. Those are not alternatives; they must all 
shown—all of those factors must be shown. 

Mr. Ryprer. Yes. 

Senator Miniikr. Let me ask you again: If there has been 
assume that there has been—a decrease in imports, relative or abso 
lute, assume that a citizen comes in and shows that he has been injured. 
injured seriously or threatened with serious injury because of t! 
customs situation, and he has been injured because he is losing his 
fair share of the market; would you give him relief regardless ot 
whether there had been an increase in the quantity of imports, regard 
less of whether that had been the result of unforeseen conditions. 
regardless of whether it had been a result of the concession, 1f there 
is a concession ¢ 

Mr. Ryper. Well, in our interpretation of it, it would have bee 
both, if there had been a relative increase in imports; there necessari|) 
would have been both. 

Senator Mriirkin. I do not understand this “would have bee 
both.” 

Mr. Ryper. If, after a concession is made, a situation arises where 
there is—I will stick to the relative this time—there has been a rela- 
tive increase in imports, then, and if, we make a study of the situation. 
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and find that there is serious injury involved, the Commission, under 
its interpretation of the escape clause, would hold that the serious 
injury was the result of unforeseen developments inasmuch as it was 
intended at the time the concession was made that no injury should 
result from the concession. It also would hold, I think, that any 
relative increase in imports must have been in some part due to the 
concession. Thus, there is no difficulty on these points so far as 
administration is concerned, and never has been. 

Senator MiturKrn. Unless you rule out the criteria of the Executive 
order and of GATT. 

Mr. Ryver. I don’t know, but I think there has been a general 
acceptance of our criteria on the subject. 

Senator Miuikin. Well, there again—I will put it to you again, if 
we should clarify that part of our problem by law you would have 
no objection to it? 

Mr. Ryper. That depends again, I will have to say, on how it is 
done and what the phraseology is, and all that sort of thing. 

Senator MitirK1n. Assuming it were wisely done, but to reach that 
end point, to clarify any confusion that there might be over that 
question, you would have no objection; would you? 

Mr. Ryper. I would have to see it. 

Senator Mrur«1n. I invite your attention to a pamphlet which 
your Commission put out February 1948. In discussing on page 5 
the question of increase in imports, the pamphlet says: 

The escape clause specifies that the injury or threat of injury must be caused 
by imports “in such increased quantities” as to have that effect. The increase 
must be in terms of quantity. The increase must be absolute and not merely 
relative to domestic production. 

Have you changed your rules ? 

Mr. Ryper. That is right; we have. 

Senator Mitrkin. You have changed your rules? 

Mr. Rypver. That has been changed. We changed it on account of 
the interpretation that was given to it so as to include a relative as 
well as an absolute increase, and, by the way, Senator, Executive Order 
10082 uses the term “relative.” 

Senator MILLIKIN. Yes. 

Then you revised that pamphlet ? 

Mr. Ryver. If it has not been revised, it should have been. 

Senator Miniikry. It says, “Revised February 1950” and it was 
from the revised pamphlet that I read the four conditions under which 
you can get relief: No. 1, that there has been an increase in the quantity 
of imports; No. 2, that the increase has been a result of unforeseen con- 
ditions; No. 3, that it has been a result of the concession; No. 4, that 
the increased imports are entering “under such conditions” as to 
actually cause or threaten serious injury to the domestic producers. 

I invite your attention again to the fact that all of those are in the 
conjunctive. 

Mr. Rypver. If that is true, that should be changed, because the 
Executive order itself, 10082, uses the term “relative increase” and 
we are operating under that. 

The original language, before the interpretation was given to it, did 
seem to require that the increase be an absolute one. When we 
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originally wrote the Criteria report that interpretation had. been 
given to it. 

Senator Mirkin. I do not believe I have had an answer to my 
question. 

Mr. Ryper. I am sorry. 

Senator Miniikrn, Whether under the case I had put to you, you 
would grant relief, assuming the demonstration of the injury, to 
wit 

Mr. Ryper. I said, “Yes.” 

Senator Mi.iKin (continuing). Assuming an important loss of 
market 

Mr. Ryper. I said, “Yes.” 

Senator MILurkin (continuing). Regardless of whether the imports 
were increased or decreased, absolute or relative, if the customs were 
shown to be the cause of that injury, and regardless of these other 
conditions which you have listed here, relief would be given ? 

Mr. Ryper. I would not say regardless of them, because I think that 
if there has been an increase in imports, absolute or relative, those 
conditions would be assumed to be there. There must, however, be 
an increase. 

Senator Mintiikin. But if they were not ? 

Mr. Rypver. I cannot conceive of a case where they would not be. 

Senator Mitiikin. Then just assume, even though you cannot con- 
ceive it, that someone else can conceive it. 

Mr. Ryper. If you can conceive of a relative increase in imports 
that had nothing to do with a decrease in duty, and nothing to do 
with the factors that may have arisen since the concession was made, 
but I cannot conceive of such a thing. 

Senator MitiiKkin. But if you could conceive of it, would you con 
ceive of relief ? 

Mr. Ryper. Under the law you could not. 

Senator Miniikin. Or conceive of no relief ? 

Mr. Ryper. Under the law you could not. 

Senator Minitikin. You could not give relief. That is all I wanted 
to know. 

The Cuairman. Your position is that they are necessarily connected 
with the concession ? 

Mr. Ryper. That is right. You make the concession and you do it 
with the idea that there 1s not going to be any serious injury involved. 

If a situation arises where there is an increase, such as does cause 
injury, then manifestly that was not foreseen by the people who made 
the agreement. 

Senator Kerr. It would automatically be unforeseen. 

Mr. Rypvrer. Yes, and also the reduction in duty must have had some- 
thing to do with it. That is the way we are operating under the 
escape clause, Senator. 

The Crarrman. That is the way you interpret it ? 

Senator Mrzixry. I am afraid that is true. 

The Cnarrman. Thank you, Doctor. 

Mr. Ryper. Thank you very much. 


(By direction of the Chairman, the following letter is made a part 
of the record :) 
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Terry's SEwrIne MACHINE Co., 
Passaic, N. J., April 5, 1951. 
The Honorable WALTER F. GrEorRGE, 
Chairman, Finance Committee, United States Senate, 
Senate Office Building, Washington, D. C. 
DEAR SENATOR GEORGE: I had hoped to appear before your committee in con- 
nection with the hearings on the proposed extension of the 1934 Trade Agreements 
Act, but I have found that they have reached the point where my appearance 
would be impracticable. Your secretary suggested that I write the 
brief, which would be made a part of the hearings. 
: Before the Korean War, my sewing-machine business, like a good many other 
s of industries, was so depressed through imports from cheap-labor countries that 
we could see our capital and employment being destroyed. I hope that your 
committee will make a thorough study of the sewing-machine industry before any 
yorts real action is taken on the extension of the Trade Agreements Act—a study not 
es ; only of the injuries to the industry, but of the promotional stunts, the hokum, 
were the lies, and misrepresentation which the importers and foreign exporters use 
to dump these cheap foreign-made sewing machines on the American buying 
publie. 
that The State Department seems to have an objective of dividing our market with 
ten foreign cheap-labor competitors instead of the long-established principle of fair 
one and reasonable competition through the principle of adjustable tariffs on imports. 
r, be it seems unfair that the industrially inexperienced State Department should 
be allowed to select the industries which are to survive in this country. Industry 
is perfectly willing to operate under the flexible provisions of the 1930 tariff, or 
: under the fair and reasonable competition as laid down in Senate bill 981 now 
e. before your committee. 

Neither my industry, nor any other industry which has come to my attention, 
has ever objected to free trade or competition on an even basis with any nation 
ports or area having approximately the same wage-living standards as the United 

States. I quote below a letter received by the White Sewing Machine Co. of 
to do Cle\ eland, Ohio, from T. Nakamura & Co., of Kobe, Japan. 
nade, on October 5, 1950. 


following 


ther 


con 


The letter was written 


“Messrs. WHITE SEWING MACHINE Corp., 
Vain Avenue & Elm Street, Cleveland, Ohio. 

“GENTLEMEN: We understand that you are surely interested in importing 
sewing machine from Japan. Probably you are already purchasing the same 
from other exporters in Kobe, Osaka, or Yokohama. With such an understand- 
ing, we have the pleasure of offering our Minato sewing machine. 

“The fashion of home sewing in United States of America coupled with re 
anted ported prohibition of manufacturing home sewing machine, has driven American 
manufacturers to overload Japanese factories with orders for the head. 
ected “The history of our factory is not so long as Mitsubishi or Fukusuke, but the 
skilled workmanship insures the sales of 1,000 machines per month and the 
do it manufacturing capacity is gradually being enlarged. 
“We enclose herewith our catalog and beg to offer as follows: 

Model No. 377 (Exactly same as Singer 15—-K88) 

‘ause “MINATO” Sewing Machine Head for electric driving 1,000 Heads only 
made November/December shipment from Kobe 

(@ $18.00 per head F. O. B. Kobe 
Terms of payment: Irrevocable Credit to be opened by cable, available by 
draft at sight on first class bank in U. 8. 
some- “Commending the above to your prompt attention and looking forward to 
er the your valued command, which we would assure you shall have our best care, 
“We remain, 
“Yours faithfully, 


| CON 


olved. 


“T, NAKAMURA & Co., 


“Per /s/ T. Nakamura, Principal. 
“TN/HI 


“P. S—If you like to see a sample, we will send you a head at the cost price.” 


From what I can see in this letter, the above-mentioned Japanese firm wants 
us to shut down our big industries, use our factories for warehouses, and keep 
their factories going. 
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You know as well as I do that we cannot manufacture a sewing machine in 
the United States for the price stated in the letter. The standards of American 
living are niuch higher than those of the Japanese. I have proof, and can show 
you a letter received from a friend who is now visiting in Japan. He writes 
that one Japanese factory employing 1,100 people is turning out 3,000 sewing 
machines a month, with an over-all average pay of $35 per month. I ask you, 
Senator, how can we compete with this? 

I do not believe I am too far off when I say that more than 300,000 sewing 
machines were imported into this country in 1950 alone. It is my opinion that 
about 225,000 of them came from Japan alone. What do these figures mean’? 
They mean that about 25 percent of the household sewing machines sold in the 
United States last year came from abroad. Think of that. At least one of every 
four machines sold in this country came from abroad, and the rate of import 
has been increasing steadily month after month for the past couple of years. 
Honestly, I would not feel as badly about this alarming situation, and I an 
sure the industry would not mind it as much, if we knew and could beliey: 
that this flood of imported goods was resulting in a good break for the commo: 
ordinary working people in the foreign countries. We all have good hearts aud 
none of us would complain if the working people of these countries were wearing 
better clothing, eating better food, and their all-around living conditions wer 
better as a result of these imports. But I know, as you do, that this is not the 
case. 

I quote you an article which appeared in Retailing Daily on March 13, 1951 

“Although production of American-made sewing machines is expected to be 
sharply curtailed by material scarcities, the output of Elna machines produced 
in Switzerland will remain at high levels, the firm’s local distributor declared 
here. 

“According to Charles A. 8S. Heinle, president of the Eastern company, thx 
Swiss makers have assured Ameritan representatives of full supplies of thx 
Elna units. In the 20 months since the machines were introduced in the United 
States, more than 20,000 have been sold, it was said.” 

Yes, Senator, a year ago people in all walks of life were starting to feel th: 
impact of cheap foreign imports into this country—people in a good many in 
dustries were laid off by their employers who could not compete with the chea) 
foreign goods which were being dumped into our country. Shortly thereafte: 
the Korean situation became headlines in every newspaper of the world. We 
were at war again. It meant that thousands of new jobs would open—everyor 
could see big war wages and fat bank accounts, thus changing the picture and 
situation on foreign imports. 

I say that if it takes war to create jobs, and the expense of the lives of young 
Americans who are being killed and butchered this very minute on the battle 
fields of Korea, then let us give this country to Russia. 

Quoted below is a portion of an article which appeared in Retailing Daily on 
March 28, 1951: 


“JAPAN SEWING-MACHINE TRADE INCREASE SEEN-——-HOPE TO EXPORT 500,000 THIS 
YEAR-—UNITED STATES PRINCIPAL CUSTOMER 


“Tokyo, March 27.—Japan hopes to export 500,000 sewing machines in 1951, 
according to the Sewing Machine Industrial Society. Last year it exporte: 
240,000 machines, or 60 percent of total production, a twofold increase over 1!H!) 

“Exports last year included 42,000 household machines ; 184,000 heads of hous‘ 
hold machines; 10,000 hand-driven machines ; 1,000 electric machines ; 1,800 zis 
zag machines; 1,900 heads of industrial machines; and 300 tailor machines. 

“The United States was principal buyer, taking 60 percent of total exports 
mostly heads of household treadle machines. Central and South America, Sout! 
Sea countries, and Near East Africa, and Canada all imported more than 1,000 
treadle machines each. Far East countries bought heads for industrial machines 
and tailor machines.” 

From this article it appears to me that this year men and women employed i! 
one of Ohio’s leading industries—the Great White and Domestic Sewing Machili 
Manufacturing Co.—will lose nearly $5,000,000 in wages. 

The Honorable George W. Malone, junior Senator from Nevada, spoke thi 
truth when he told the Senate Finance Committee: “Any further cut in tariffs 
on foreign-produced goods that compete with items of similar American ma! 
facture is a shotgun leveled at the head of every American working man and 
voman.” 
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Mr. Chairman, we are certainly deviating from the high ideals which George 
Washington, Abraham Lincoln, and hundreds of other real Americans fought to 


protect. I think that the time has arrived when party policies, rules, and regu- 


lations making possible personal gains to individuals or groups of people to the 
detriment of a vast majority be cast aside. It is about time we rolled up our 
sleeves and did something about the alarming imports of cheap, falsely adver- 
tised foreign goods which are being dumped im our country in unfair competition 
with goods of our own manufacture. Again I say that the time has arrived for 
you and your committee to take this alarming situation in hand and find ways 
and means to protect the American industries, every man, woman, and child, and 
every legitimate retailer who has worked hard to make this great Nation what 
it is today. 

Mr. Chairman, there is a limit beyond which reciprocal trade agreements must 
not go if American industry, American wages, and American standards of living 
are to be preserved. I think that the Nation’s lawmakers first consideration 
must be the welfare of the American workingman. Congress must not authorize 
any reciprocal trade agreement which would put American labor at the mercy 
of slave-labor competition. What I want to know, but cannot find out, is, why 
do we have to do without our share of the market while some foreign nations 
who are supposed to be our partners in fighting commmnism are able to do 
business as usual. We conquered Germany, Japan, and Italy in a war, and now 
reward them by permitting their cheap-labor products to be dumped wholesale 
in this country, thus clearing the road for them by putting all kinds of restrictions 
on our own products, and giving the foreigner clear sailing. 

I would like to quote from a speech made by Samuel Gompers (the father of 
the American labor movement) made in Cooper Union: 

“All people suffer pain and hunger and in the main share similar sensations. 
But that doesn’t mean all people are alike in all respects. 

“An American can’t do a day’s work on a bowl of rice and some gruel, but a 
Chinaman and a Japanese can, And that goes as well for the peasants of Italy, 
Spain, Germany, Russia, and many European countries. This doesn’t mean 
that Americans are better than others, but. an American wants better things and 
better living conditions and he is willing to band together in a common cause to 
fight to preserve those high standards. In unity there is strength, and that 
strength will protect the American workingman against the competitive serf 
labor from across the sea. 

“We must stem the tide of products made by cheap subsidized foreign labor 
or we'll have no jobs and live no better than those from whom we should protect 
ourselyes,”’ 

Mr. Chairman, unemployment, which we will have without war, means that 
the American public will not be in a position to buy goods whether they are 
made in the United States, Japan, Germany, or Italy. I say do something about 
this cancerous condition which is eating into our future. 

Yours truly, 
JOSEPH TERRY. 

The CHatrMan. The committee will adjourn until 10 o'clock to- 
morrow morning, at which time we will hear Mr. Southard. 

(Whereupon, at 11:40 a. m., the committee adjourned, to reconvene 
at 10 a.m., Friday, April 6, 1951.) 
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FRIDAY, APRIL 6, 1951 


Untrep States SENATE, 
CoMMITTEE ON FINANCE, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m., in room 
312, Senate Office Building, Senator Walter IF. George (chairman) 
presiding. 

Present: Senators George (chairman), Kerr, Frear, Millikin, and 
Taft. 

Also present: Mrs. Elizabeth B. Springer, chief clerk, and Serge 
Benson, minority professional staff member. 

The Coarrman. The committee will come to order. 

Mr. Southard, you are the United States Executive Director of the 
International Monetary Fund and special assistant to the Secretary 
of the Treasury ? 


STATEMENT OF FRANK A. SOUTHARD, JR., UNITED STATES EXECU- 
TIVE DIRECTOR, INTERNATIONAL MONETARY FUND, SPECIAL 
ASSISTANT TO THE SECRETARY OF THE TREASURY, ACCOM- 
PANIED BY GEORGE BRONZ, SPECIAL ASSISTANT TO THE 
GENERAL COUNSEL, TREASURY DEPARTMENT; AND CHARLES R. 
McNEILL, ATTORNEY, OFFICE OF GENERAL COUNSEL, TREASURY 
DEPARTMENT 


Mr. Sournarp. Yes, sir. 

The CuarrMan. That is your exact. position ? 

Mr. Sournarp. Yes, sir. 

The CHatrrman. And you have here with you Mr. George Bronz also, 
Senator Millikin, who is special assistant to the General Counsel, 
Treasury Department; and Mr. Charles R. McNeill, who is an attor- 
ney in the Office of the General Counsel, Treasury Department. 

Now, Senator Millikin desired to make some inquiry regarding the 
matters which you have knowledge of, as United States Director, and 
I presume, of course, you are not appearing for the Monetary Fund? 

Mr. SourHarp. No, sir. I have no authority to speak for the fund. 

The Cirarrman. You have no authority to speak for the fund? 

Mr. Sournarp. I am a United States Government official. As 
United States Director, I am appointed by the President and con- 
firmed by the Senate. In that capacity I do not represent the fund, 
which is an international institution. 

The CHarrman. Yes. 
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Mr. SourHarp. I have no prepared statement, but I hope I can 
answer any questions. 

The Cuarrman. You say you have no prepared statement? 

Mr. Sournarp. No, sir. 

The CHarrman. Senator Millikin, would you desire to ask some 
questions ? 

Senator Mmurk1n. Yes, Mr. Chairman. 

Mr. Southard, you were good enough to supply us with a memo- 
randum reflecting changes in par values or exchange rates on which 
the fund has been consulted by members of it. 

Mr. Sourmarp. Has that been put in the record, Senator, or do you 
want me to put it in now? 

Senator Mizar. I think it would be a good idea to put it in. 

The Cnarrman. I am not sure that it is in the record; but if it is 
not, you may do so. 


Mr. Sournarp. I sent it to you with an informal note. Shall I 
put it in now without the note, as a submission ? 

Senator MitirK1n. Put it in as you please, just so we have the infor- 
mation in the record. 

(The document referred to is as follows :) 


Changes in par values or exchange rates on which the Fund was consulted by 
members 


[From the initial establishment of par values (Dec. 18, 1946), to Apr. 1, 1951] 


Date Country Par value or exchange rate changes 


Feb. 18, 1947 China . : Change in exchange rate 
June 5, 1947 .| Eeuador . ' Multiple rate, complex rate changes. 
Jan. 26, 1948 France : Par value (to 214.392 francs to United States dollar) and 
multiple currency system 
Jan. 30, 1948 Chile : Multiple rate, complex rate changes. 
Mar. 12, 1948___- Italy : tS Established exchange rate between lira and French franc 
of 2.20 lire per france. 
Mar. 24, 1948__. Chile ; _...---..---| Multiple rate, complex rate changes. 
June 18, 1948 China Do. 
July 21, 1948___. Mexico : dae Abandonment of par value. 
Aug. 19, 1948 China ; pas Change in exchange rate. 
Sept. 2, 1948 Peru Multiple rate, complex rate changes. 
Oct. 10, 1948 do . Do. 
Oct. 15, 1948 Costa Rica Do. 
Oct. 25, 1948 Chile Do. 
Dec. 10, 1948 Peru Do 
Dec. 17, 1948 Colombia Par value, 1.749 pesos to 1.94998-pesos per United States 
dollar and multiple rate changes. 
Jan. 5, 1949 Iran : Multiple rate, complex rate changes 
Mar. 18, 1949__. French Somaliland. __._- Par value established at 214.392 Djibouti francs per 
United States dollar. 
Mar. 21, 1949_. France . | Rate of exchange between lire and france from 2.15 to 1.80 
lire per franc. 
June 17, 1949 Mexico cadact ae Me 4.855 pesos to 8.65 pesos per United States 
dollar. 
Sept. 17, 1949__. United Kingdom (all terri- | Par value, 1£ sterling =$4.03 to 1£ sterling =$2.80. 
tories except British | 
Honduras also changed). 
Sept. 17, 1949 Australia : Par value, 1 Australian pound=$3.22 to 1 Australian 
pound = $2.24. 
Do_. Union of South Africa Par value, 1 South African pound = $4.03 to 1 South Afri- 
can pound = $2.80. 
Sept. 18, 1949 Norway _.....| Par value, 4.96278 Norwegian kroner to 7.14286 kroner 
per United States dollar. 
Do-. ..--| India .....--..----| Par value, 30.2250 United States cents per rupee to 21 
United States cents per rupee. 
Do ..| Denmark ; ....-.| Par value, 4.79901 kroner to 6.90714 kroner per United 
States dollar. 
Do Egypt . : Par value, 4,133 Egyptian pounds=2.87156 Egyptian 
pounds per United States dollar. 
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Changes in par values or exchange rates on which the Fund was consulted by 
members—Continued 


} 


Date 


Sept. 19, 1949 
Do 
Do 
Do 
Do 


Do 
Do 


Sept. 20, 1949_- 
Sept. 21, 1949_- 


we. 


Oct. 5, 1949 

Nov. 4, 1949 
Nov. 15, 1949 
Nov. 18, 1949 


Dec. 23, 1949_. 


Jan. 9, 1950 
Jan. 16, 1950 
Feb. 6, 1950 


Feb. 17, 1950 
Mar. 27, 1950 


Apr. 24, 1950__ 


Sept. 30, 1950 
Oct. 2, 1950 


Oct. 18, 1950 
Nov. 6, 1950. 


Nov. 16, 1950_. 


Dee. 1, 1950 


Dec. 19, 1950 
Dec. 30, 1950 
Jan. 15, 1951 
Feb. 26, 1951 


Mar. 19, 1951 


Country 


Canada 


| Iceland 


Netherlands 


Greece 
Finland 
Belgium 


| France (French  posses- 


sions). 


Iraq 


| Belgium 


Luxemburg 


| Uruguay 
| Paraguay 


Peru 
Austria 
British Honduras 


| Chile... 

| Thailand 
| Iceland.._. 
| Bolivia 

| Thailand 
| Bolivia 


..| Canada 
Austria 


| Nicaragua 


Uruguay 
Iran 
Ecuador 


Philippines 
Chile 
Paraguay 


| Paraguay-- 


.| Colombia. . 


} 


Par value or exchange rate changes 


Par value, 1 Canadian dollar to 1.10 Canadian dollars per 
United States dollar. 

Par value, 6.48885 kroner to 9.34107 kroner per United 
States dollar. 

Par value, 2.65285 guilders to 3.8 guilders per United 
States dollar 

Multiple rate, complex rate changes 

Do. 

Abandonment of existing par value of franc. 

Franc in CFP pegged to French france at ratio of 5.50 
metropolitan frances per 1 CFP frane 

Par value, rupee of French possessions in India 30.225 
United States cents per rupee to 21 United States cents 
per rupee. 

Par value, 1 dinar=$4.03 to 1 dinar =$2.80 

Par value, 43.8275 francs to 50 frances per United States 
dollar. 

Par value, 43.8275 franes to 50 franes per United States 
dollar. 

Multiple rate, complex rate changes. 

Do. 

Fluctuating rate. 

Multiple rate, complex rate changes 

Par value, 100 United States cents per British Honduras 
dollar to 70 United States cents per British Honduras 
dollar. 


.| Multiple rate, complex rate changes 


Do 
Par value, 9.34107 kroner to 16.2857 kroner per United 
States dollar. 
Multiple rate, complex rate changes 
Fixation of special baht-dollar rate with Japan 
Par value, 40 bolivianos to 60 bolivianos per United 
States dollar. 
Par value, Canadian dollar to be allowed to fluctuate 
Establishment of single rate of 21.36 schillings per United 
States dollar for commercial transactions 
Multiple rate, complex rate changes 
Do. 
Do. 
Par value, 13.50 sucres to 15.15 sucres per United States 
dollar. 
Multiple rate, approval of exchange tax. 
Multiple rate, complex rate changes 
Do. 
Multiple rate, principal rate from 3.09 guaranies to 6. 
guaranies per United States dollar 
Multiple rate, rates concentrated mainly at 2.50 pesos 
per United States dollar. 


Senator Mituikrin. I notice, Mr. Southard, in connection with the 
devaluation of sterling, dated September 17, 1949, I count 16 addi- 
tional countries that made sympathetic devaluations. 

Mr. Sournarp. Within a few days. 

Senator Miniikin. Within a few days. 


Mr. Sournarp. That is right. 


Senator Mitirkry. My test—that has been my test, to take those 
that came within a few days, and from my own knowledge of what 
currency areas they are in, I have deduced that there are that many 


countries, if not more, that took sympathetic action. 


If there are 


any others after the word “Luxemburg” on page 2, would you mind 
telling me what they are? 


Mr. SourHarp. 


~s 


By “sympathetic action” I suppose you mean—— 


Senator Minirkrin. I mean that are in the sterling area, and that 
acted accordingly. 
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Mr. Sovrnarp. Not all those countries, of course, are im the sterling 
area, but I would say they all took action, because in one way 01 
another, they presumably felt that their trading position might call 
for roughly corresponding action. 

Senator Minuikrn. Yes. Are there any countries after 

Mr. Souruarp. I would think possibly the Uruguayan adjustment 
in early October was one. Argentina, which is not listed because it 
is not a member of the fund, has a major market in England, and 
made an adjustment of its complex rates, following the devaluation 
of sterling. I would think Uruguay, competing closely with Argen 
tina, was pushed by that. 

Senator Minirkrin. Yes. 

Mr. Sournarp. I cannot be positive of it. 

The CHatrman. May I clear the matter in my mind? Most of 
these adjustments were made in September—— 

Mr. Sournarp. That is right. 

The CuHarrMan (continuing). Following the adjustment ! 

Mr. Sournarp. That is right. 

The CHarrMan. That is all. 

Mr. SouTHaRD. I think it could be noted, Senator Millikin, that 
not all of those adjustments were in exactly the same percentage as 
the pound sterling adjustment. 

Senator Mitirkrn. I understand. 

Mr. Sournarp. There was a certain selectivity. 

Senator Minxrkry. I said sympathetic——- 

Mr. SournHarp. I accept the term. 

Senator Minin (continuing). Devaluations. I do not mean 
they did it out of sympathy. They did it in their own interest, but 
did it because of the British devaluation. Are we understanding 
each other so far as terms are concerned / 

Mr. Sournarp. I accept that. 

Senator Miturkin. Do you know what percentage of the world’s 
trade under the reciprocal-trade system is represented by this group 
of countries that we have been talking about ? 

Mr. Sournarp. No, sir; I do not, and I would have to check the 
records. 

Senator Murr. Using annex H on page 74 of the copy of GATT 
that we have been working with asa test of that, and that particular 
annex deals with the percentage shares of total external trade to be 
used for the purpose of making the determinations referred to in 
article XXVI of GATT, and the determinations there referred to 
provide a basis for determining when GATT becomes effective—so, 
just using that for determining this business, I calculated this morn- 
ing that 88.4 percent of the articles of the concessions covered by 
GATT are affected by these devaluations, and that the concessions 
covered by GATT are roughly, I think, about 85 percent of the whole 
world’s trade. Is anybody in a position to confirm or challenge the 
last statement that I made? 

Mr. Bronz. If I may, I believe you asked that question of Mr. 
Brown earlier this week. 

Senator Mriiurin. Yes. 

Mr. Bronz. And he undertook either to identify the figures on this 
point in the record, or to supply them if they are not already in the 
record. 





‘ling 
V oO! 
call 


nent 
se it 
and 
it 101 
‘ven 


mean 
t. but 
nding 


orld’s 


ore up 
*k the 
rATT 


icular 
to be 
to in 
red to 
re—so, 
morn- 
ed by 
»Sssions 
whole 
ge the 


of Mr. 


on this 
in the 


TRADE AGREEMENTS EXTENSION ACT OF 1951 1403 


Senator Miiirkin. Yes. 

Well, my memory, my rough memory, was that the concession area 
is about 85 percent of the entire world trade. Would that jar on your 
recollection ¢ 

Mr. Bronz. The countries which are now in GATT may very well 
cover 85 percent of trade, although they did not give concessions on 
all their imports. 

Senator Mituikin. Well, let us assume that they do; I mean, let 
us assume that they cover 85 percent of the world’s trade. Let us 
get down to the effect of a devaluation on the concessions. Would 
you mind giving your own view on that ? 

Mr. Souruarp. Senator, currency devaluation tends to have the 
effect of making it somewhat easier pricewise for the devaluing coun- 
try to export, and somewhat more difficult, again in terms of prices, 
for the country to import. I say tends to have that effect, and I 
would think, in most instances, at least in the short run a devaluation 
would have that effect. 

Senator Tarr. In the case of the British, has it not actually had 
that effect now for longer than, perhaps, you would have anticipated ? 

Mr. Sournarp. Not longer than I anticipated, Senator. I expected 
that it would take, if affairs were operated well, a good many months, 
and maybe several years at the least, for the internal prices in Eng- 
land to move up under the impact of higher import prices, gradual] 
wage increases, gradual increases in the general price level, and tend 
to wipe out some of the advantage gained by the devaluation. But I 
would not have assumed, even in theory, that all of that advantage 
would necessarily be wiped out even over a long period. 

Senator Mitx1Kk1n. In the testimony before this committee in 1947 
on ITO trade and the reciprocal trade system, the chairman of the 
committee asked a representative of the Monetary Fund this question 
on page 620 of those hearings, and the witness said, among other 
things: 


There are times, for illustration, when you might get much more effective 
results by setting a quota on imports than on rationing foreign exchange per- 
nits, because in many cases it may be easier to evade foreign exchange control 
than import control. At other times the reverse might be true. 

The CHAIRMAN. If you cheapen or render more expensive any one currency 
in terms Of other currencies, you accomplish some of the effect which would 
be accomplished by a reduction in tariffs; is that not correct’? 

The witness replied, “Very true, Senator.” 

Do you agree with that? 

Mr. Sovurnarp. I think I would agree with that statement—that 
last statement. The first part I do not think is very helpful. 

Senator Miniikrn. But the last part of it, so far as the effect of 
devaluation on the effectiveness of the tariff rate is concerned, you 
agree with that ? 

Mr. Sourmarp. You might accomplish something of the same kind 
of result by either means. 

Senator Miniix1n. It has been developed, Senator Taft, that other 
countries that devalued promptly after Britain devalued—shall we 
refer to that as the United Kingdom devaluation or British devalua- 
tion ? 


Mr. Sournarp. United Kingdom. 
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Senator Minirkr1n. United Kingdom devaluation; make it that 
way—there were, oh, 18 or 19 other countries that promptly made 
their own dev: aluation; that, including the United States and United 


Kingdom, and those countries, 88 percent of the concession area of the 
world’s trade is involved. 


Now, in connection with 

Mr. Sournarp. Senator, would you mind if I revert to that last 
quotation you read ? 

Senator Mruur«rn. Yes; I wish you would. 

Mr. Sovurnarp. I woud like to make this qualification, that tariff 
reductions or tariff changes—let me say tariff changes 

Senator Minurkin. May I back up, Mr. Southard? I want to be 
sure that 1 am using the right terms, sir. 

Would you repeat my question to Mr. Southard—rather what I 
said to Senator Taft, Mr. Reporter? 

(The record was read by the reporter as directed.) 

Senator Mintixin. By “concession area” I mean that part of the 
trade covered by concessions within the GATT. 

Mr. Sournarp. Well, I am not an expert on that, Mr. Bronz—— 

Senator Mitnixin. I just wanted to get it clear. 

Mr..Sournarp. | understand the language. 

Senator Mitiixin. I want to get it clear. If you confuse the con- 
cession area with all of the world’s trade, you are liable to get into 
trouble with these figures. Pardon me. 

Mr. Sournarp. I merely wanted to say that tariff adjustments, 
whether up or down, are usually selective. They rarely affect the 
whole range of the international transactions of the country. An 
exchange adjustment, whether up or down, tends to affect the whole 
range of these transactions; not equally, of course, but if there is a 
20-percent depreciation or appreciation, it does affect the whole range 
of value relationships. 

Senator Mitzrk1n. That is right. 

It does not necessarily follow that because the pound sterling has 
been devalued # percent that that means that their imports are made 
a percent more expensive. 

Mr. Sournarp. No, sir. 

Senator Mitirx1. Or exports to this country are made a percent 
cheaper. 

Mr. Sournarp. That is right. 

Senator Miitutixin. That depends on the commodity you are con- 
sidering. There will not be any change in some commodities. 

Mr. Sourmarp. Exactly. 

Senator Mrurkin. For example, if the United Kingdom has a 
monopoly in this country for some product which has great demand, 
they make no change at all in sending it into this country, do they 

Mr. Sovrnarp. That is right. 

Senator Minur«ry. On the other hand, as the degree of competition 
increases, the importance of the devaluation becomes more impor- 

tant; is that not correct? 

Mr. Soutnarp. I would agree generally with that. But I merely 
wanted to say that in agreeing that you can have the same effect 
from tariff adjustments as from exc change adjustments, I did not 
want to imply I thought that in practice ‘those two kinds of adjust- 
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ment tended to operate administratively as easily or in the same man- 
ner, because the one is more selective, probably, than the other. 

Senator Mituixry. I would not contend anything to the contrary. 

Mr. Sournarp. Yes, sir. 

Senator Minuikin. But if you have an important devaluation of an 
important currency, you would not deny that there would be bound 
to be important repercussions on many items that are involved in 
trade. 

Mr. SourHarp. Of course not. 

Senator Miniuxin. No. 

Now did GATT counsel with your fund in connection with the 
sterling devaluation, or any of these other devaluations? 

Mr. SoutHarp. In what way, Senator? I am not sure I under- 
stand the question. 

Senator Miri. To determine the effect on the concessions which 
exist under GATT. 

Mr. SourHarp. There has been no specific consultation between 
GATT and the Fund on that particular point. 

Senator Kerr. Consultation on what ? 

Mr. Sournarp. The GATT members, or GATT acting for the 
members, in connection with detailed tariff negotiations, have not 
asked the fund that question, or for an opinion on that aspect of 
the problem. 

Senator-Miuikin. So GATT does not have any opinion from the 
Monetary Fund respecting the possible repercussions on concessions 
of these devaluations to which you have been referring? 

Mr. Sournarp. No; they do not. 

Senator Minirkin. Senator Kerr, let me bring you up to date. 

Senator Kerr. I would be very grateful if you would. 

(There was discussion off the record. ) 

Senator Mruirkin. Now, coming back to my last question to you, 
which was an effort on my part to find out what the consultation was 
between the fund and GATT 

Senator Kerr. May I ask one further question there? Did you 
bring out the percentage of the devaluation or the extent of the 
devaluation ? 

Senator MitirK1n. Not quite as yet; but the witness has put in the 
record information on that, but I think it would be good to bring 
it out in this connection. May I complete this question and then we 
will get it in? 

Senator Kerr. Fine. 

Senator MiiurK1n. I believe your answer was, Mr. Southard, that 
there was no consultation. 

Mr. Sournarp. That is right. There have been consultations be- 
tween the fund and GATT, but not on that point. 

Senator Miu1K1n. Not on that point. 

So far as you know, did anybody make any representations to the 
fund as to the possible effect of the devaluation on concessions that 
have been made within the structure of GATT ? 

Mr. Sournarp. So far as I know, no; they did not. 

Senator Minzrkrn. So far as you know, the fund did not consult 
with any countries with that particul: rly in mind; is that correct ? 

Mr. Sournarp. So far as I know, it did not. 
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Senator Miiuikin. Would you mind referring to your memo- 
randum so that we can get it right now? Just to pin this sterling. 
area business or the area where countries devalued sympathetically 
with the United Kingdom devaluation, would you mind starting with 
the United Kingdom devaluation, and from that point on through the 
rest of the countries that did that sympathetic devaluation, tell us the 
nature of the devaluation ? 

Mr. Sournarp. The nature of it in arithmetical terms, Senator ? 

Senator Minuikrn. In terms of the lowering of the value of the 
money. 

Mr. Sournarp. Well, the United Kingdom devaluation, at the bot 
tom of the page, was a devaluation of 30.5 percent; and, as you see, 
that was from $4.03 to the now familiar figure of $2.80. 

You will notice that, from the document, that devaluation in- 
cluded all territories except British Honduras. Indeed, the British 
Honduras currency, not very long afterward, as you see at the top of 
the third page of the document, was devalued to the same extent. 

Senator Mimiikin. Yes. 

Mr. Sournarp. The reference to “all territories” covers what are 

called the dependent overseas territories, meaning, in common lan 
guage, the colonial areas, but these areas include varying degrees of 
political maturity. 

Senator Mitiikrn. Well, they would devalue exactly the same. 

Mr. Sournarp. They were not required to under the Article of 
Agreement of the Fund, but they did. 

Senator Minurkin. Well, there are ties with the mother country 
that would be in a very curious position if they did not do that. 

There is some difference between those dependent countries and the 
independent, partially independent, countries. 

Mr. Sournarp. Well I myself, Senator, do not believe, as a matter 
of financial technique or exchange management, that it is at all im 
possible for an important colonial area to have a different exchange 
rate from the mother country, so I would not want to agree that they 
could not ; but the fact is they did. 

Senator Miti1K1Nn. It would depend, to a considerable extent, on the 
nature of their trade. 

Mr. Souruarp. That is right. 

Senator Mitirkin. Whether they were trading with the mother 
country or whether they were trading independently of the mother 
country. That would be the determining question there, would 11 
not ¢ 

Mr. Sournarp. Yes. But those included fairly important terri 
tories, as you know; British Malaya, for example. 

Senator MILLIKIN. Start with Australia, and tell us about that. 

Mr. Sournarp. That is the same percentage, 30.5. 

Senator Kerr. 31.5 ¢ 

Mr. Sourwarp. 30.5 is the figure. 

South Africa was the same. I ought to say roughly 30 percent 
in these cases, because some of the decimals varied very minutely. 

Senator Mitiikrn. Do you mind if I go through that and give the 
percentage of concession trade as set forth in that annex to which 
I referred / 

Mr. Sournarp. Certainly I have no objection. 
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Senator MILLIKIN. So, starting back with the United Kingdom, 
the percentage is 25.7 percent. Australia is 3.2 percent. That is 
what you are now discussing, Australia. 

Mr. Sournarp. Yes. 

Senator Kerr. 3.20? 

Senator MILLIKIN. 3.20 of the total trade within the concession area 

Senator Kerr. The figures you are giving are the percentage of the 
total trade represented or carried on by the countries specifically 
mentioned ¢ 

Senator Mitiikin. I will give it to you technically. It is the per- 
centage shares of total external trade to be used for the purpose of 
making a certain determination under GATT. So, Australia has 
3.2 percent of that total trade. 

Senator Kerr. Is there a relationship between the figures you are 
giving and the percentage of imports that come into this country / 

Senator Miuiix1n. Well, yes, because it is a percentage of the total 
external trade of the countries in GATT, and we are a country of 
GATT. But the exact nature of that percentage and its effect on the 
the problem we are considering, that has not been determined, because 
we have not yet received those statistics. 

Senator Kerr. All right. 

Senator Minzikin. Next is the Union of South Africa. 

Mr. Sournarp. Yes, Senator, and I might say that in table III 
of the special NAC report to the Eight y-first Congress—— 

Senator Mintcikin. What is the NAC? 

Mr. SourHarp. The National Advisory Council on International 
Monetary and Financial Problems was established by the Bretton 
Woods Agreements Act. In its report to the Eighty-first Congress, 
second session, House Document 611, the percentages are calculated, 
and I will be referring to those percentages, and we could read that 
table into the record. 

Senator Miniikin. Are they the same as the percentages I am talk- 
ing about? Are they made from the same base / 

Mr. Sournarp. I am not talking about your percentages; I am talk- 
ing about the percentage devaluation, the figures I have been giving. 

Senator Mintixrn. Oh, yes. 

Mr. Sournarp. In the case of Norway—— 

Senator Miniikin. You have not come tothe Union of South Africa. 

Mr. Sournarp. South Africa I had mentioned; I think I mentioned 
it hurriedly. It is the same percentage. 

Senator MILLIKIN. 2.5 percent. 

Mr. Sournarp. And the devaluation is 30.5 

Senator Minnikin. Thank you. 

Mr. Sournarp. In Norway, the devaluation was 30.5 percent. 

Senator MILLIKIN. 1.5 percent is its percentage of the type of trade 
we are talking about. 

Mr. Sournarp. In India, the devaluation was 30.5 percent. 

Senator MILLikIN. 3.3 percent is its share. 

Mr. Sourmarp. Denmark was 30.5 percent. 

Senator Minirkin. I do not have the figure on Denmark, because I 
do not believe Denmark was a member of GATT. Am I correct about 
that ? 

Mr. Bronz. Senator Millikin, the figures given in annex H of GATT 
add up to 100, and comprise percentages of the total trade of the coun- 








1408 TRADE AGREEMENTS EXTENSION ACT OF 1951 


tries which were original contracting parties to GATT. Denmark 
became a contracting party after the Annecy negotiations. 

Senator Mitxirkrn. I see. Thank you very much. 

Mr. SourHarp. Egypt then is 30.5 percent. 

Senator MriiurKrn. I have no figure on that. 

Mr. Sournarp. Egypt is not a contracting party to GATT. 

The Canadian devaluation was 9.1 percent. Here is a case of a 
marked divergence from the, shall we say, United Kingdom pattern 
and, of course, reflects the well-known fact that Canada feels two major 
pulls, the United States and the United Kingdom, economically. 

Senator Mitirqrn. We have had a relativ ely stabilized relationship 
with Canada on monetary matters for a long time past. 

Mr. Sournarp. That is right. It has seldom differed by more than 

10 percent. 

Senator Mintii«1n. The percentage figure is 7. 

Mr. Sovriarp. Iceland, the devaluation here nabeiaad to is roughly 
30 percent, or 30.5 percent. 

There is, I believe, on the next page a second devaluation of the 
krone, but that was a later matter. 

Senator MrmurKrn. I have no statistics on Iceland. 

Senator Kerr. What is the total devaluation ? 

Mr. Sournarp. Those two devaluations—the second one was not 
fully relevant to the point that Senator Millikin is discussing, because 
it arose out of peculiar Icelandic problems—totaled 60 percent. 

Senator Mitirki1n. Six or sixty? 

Mr. SourHarp. Sixty. 

Senator Tarr. We might forget the trade with Iceland. I do not 
believe it is very important. 

Mr. Sournarp. Iceland is not a GATT contracting party. 

For the Netherlands, 30.2. That was one of the cases of minimal 
differences from the UK percentage. 

Senator Minz1x1n. Would you mind giving us Belgium and Luxem- 
burg in that same connection ? 

Mr. Sournarp. Belgium-Luxemburg was 12.3 percent. 

Senator Mruirkrin. Each? 

Mr. Sournarp. There is a currency union there, and Luxemburg 
depends on the Belgian franc for all overseas trade, so that although 
there are separate rates, they always act together. 

Senator Mriurkrn. And each one of them devalued 1214 percent. 

Mr. SourHarp, 12.3 percent. 

Senator Miti1K1n. The total percentage of the trade, I have been 
discussing for the three countries, is 10.9 percent. 

Mr. SourHarp. You will note, Senator Millikin—— 

Senator MrmurK1n. Pardon me, Senator Kerr, I interrupted you as 
you were about to say something. 

Senator Kerr. The figures that I see here on page 2 with reference 
to Belgium and Luxemburg represent more than 12 percent. 

Mr. Sournarp. From 43.8 frances to 50 francs. I have not done the 
arithmetic recently, Senator, but I believe that it was about 12 percent. 
I could have somebody run the calculation for us and check it. 

Senator Kerr. I assure you it is more than 12 percent. I do not 
know anything about tariffs, but I can figure percentage. 

Senator Miti1K1n. I figure one of them about 14 percent. 
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Senator Tarr. He isa rapid calculator. 

Mr. SourHarp. I am not, Senator. It may be that we are getting 
a slight difference, depending on which kind of quotation we are 
using. ‘The quotations here are the foreign currency values in United 
States cents per unit of currency, whereas the others are total number 
of units of the foreign currency per dollar. 

Senator Kerr. This says 43.8 francs to 50 francs per United States 
dollar. 

Mr. Sournarp. That is right and that is what you used for your 
calculations. 

Senator Kerr. And on that basis my opinion is that it is more than 

percent. 

Mr. Sournarp. May I check the figures and correct the record? 

Senator Kerr. It is your record. 

(The witness supplied the following further explanation of the 
computation of the percentage devaluation of the Belgian franc:) 

On September 21, 1949, the value of 1 Belgian franc was reduced from 2.28167 
United States cents to 2 United States cents, or a reduction of 12.3 percent. 
Looking at this devaluation from the other viewpoint, the value of 1 United 
States dollar was increased from 43.8275 Belgian francs to 50 Belgian francs— 
an appreciation of 14.1 percent. The difference between the two percentage 
figures is a normal result of calculating from opposite sides of the rate of ex- 
change equation. Thus, in the contemporaneous devaluation of the pound ster- 
ling, the value of 1 pound sterling in terms of United States currency was re- 
duced 30.5 percent; the value of 1 United States dollar in terms of United 
Kingdom currency was increased 45.9 percent. 

Mr. Sournarp. Iraq devalued by the same percentage as the United 
Kingdom, and Iraq is not a contracting party to G ATT. 

That brings me down to Uruguay, which has a very complex 

Senator Mitzrkrn. Did you give us Greece ¢ 

Mr. Sournarp. Well, Greece and Finland, Senator, have had com- 
plex multiple-rate systems, which make it impossible, without ex- 
tremely careful calculations, which I do not have available, to deter- 
mine the exact percentage of the change. 

Senator Miiurkin. When you have this multiple-rate situation it 
would be difficult, in any event, to figure out what this exact relation- 
ship would be, would it not ? 

Mr. Sournarp. That is right. 

Senator Minin. That is more or less of an opportunistic thing, 
is it not, the relationship between the various currencies of a multiple- 
currency system ? 

Mr. Sournarp. “Opportunistic” is an unkind word, but at least 
a multiple-rate system can be one in which a large number of rates 
are adjusted to suit a series of different commodities, and it takes 
very careful calculation to figure out the average effective rate of 
ouliade 

Now, we can make such calculations and I could try to supply them, 
if you wish. 

Senator Miu. I do not have a figure for Greece. 

Mr. SournHarp. It is very small, I should think. 

Senator Mitirkin. The next one is Finland. They have a multiple 
currency situation, 

Mr. Bronz. Greece and Finland both beeame GATT contracting 
parties at Annecy, but were not contracting parties of GATT 
originally. 


80378—51—pt. 2———28 
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Senator Minirkrn. You have given us Belgium, I believe ! 

Mr. Sournarp. I think I have covered the countries down to Uru- 
guay, which is another complex multiple rate arrangement. 

Senator Mruuixtn. Did you give us the French possessions ? 

Mr. SourHarp. Oh, yes. In France and the French possessions, 
there was a devaluation of the effective commercial rate of something 
in the order of 23 percent, and there were similiar adjustments in the 
French possession rates which were linked more closely with the met 
ropolitan france. 

Senator Mitirkin. What does “CFP” mean? It says, “france in 
CFP pegged”—the French franc? 

Mr. Sournarp. That is an abbreviation of a French phrase which 
means the French colonies of the Pacific. 

Senator Minurkin. I see. All right. Now what about Iraq? 

Mr. Sournarp. Iraq devalued to the same extent as the United 
Kingdom. 

Senator Mituikin. We are now down to Uruguay, which is quite 
tbe 

Mr. Sournarp. Which involved quite a complex set of rate ex- 
changes. I doubt if I could give you a devaluation percentage figure 
on a quick inspection. It would take ver y careful calculations back to 
the trade figures to give you anything useful on Uruguay. I would be 
glad to try to do it, if you wish. 

Senator Minuikrn. So far as you know, none of these devaluations 
which we have been discussing came or was brought before the fund 
by GATT, and neither did the fund bring those matters before GATT. 
ix that correct ¢ 

Mr. Sournarp. Yes, that is correct. 

Senator Minuikin. Are there any other important devaluations that 
you believe would be worth while to bring to our attention, that are 
not covered in these multiple rate changes ? 

Mr. Sournarp. Well, I could mention, since it is close to the United 
States, the Canadian change on page 3, in the middle of the list. Last 
October, Canada abandoned its par value and allowed its dollar rate 
to fluctuate, and since that time the rate has been holding fairly 
steadily at around 95, whereas the par value for the previous yea) 
you will recall, was 90. Thus, there was an appreciation of the Cana 
dian dollar which cut by about one-half the previous depreciation. 

Senator Kerr. Let me ask you at this point, if I may, what is th 
present relationship between these relative rates that you have on this 
sheet of paper and the actual trading value of these various cu 
rencies ¢ 

Mr. SourHarp. Well, the general reply I would give, Senator, is 
that in almost. all cases these are the effective rates of exchange, i) 
addition to being officially the par values; that is to say, the trade 
is actually carried out at these rates. On the other hand, there ar 
cases in the world, and this would be true of a few of these multiple 
rate cases, where only a part, and maybe even only a small part, of 
the trade is carried out at the par value. Some countries have various 
taxes on foreign-exchange transactions, and therefore various other 
effective rates at which much trade is carried out. But in all these 
eases, I believe all of them, where I have on this sheet given the par 

value, it is the effective rate of the country. 

Senator Miuniixin. That comes about through the adherence to 
the Monetary Fund? 
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Mr. Sournarp. I do not say necessarily all. 

Senator Mitiikin. Does that not come about through the adherence 
of these countries to the Monetary Fund, and agreements to which 
they commit themselves when they become a member of the fund? 

Mr. Sournarp. Not quite, Senator. 

Senator Minuikin. Will you explain that, please / 

Mr. SovurHarp. Where the country has established a par value, 
and has not, in consultation with the fund, established or maintained 
some multiple-rate system, then it would be the expectation of the 
fund that it is, in fact, making its par value the effective rate for all 
its trade. But the fund does have authority under article VIII to 
approve multiple rates, and under article XJV—which is the so- 
called postwar transition period article—countries which had restric- 
tions or multiple-rate systems, may also continue those under the 
general scrutiny of the fund. 

Senator Miniikin. Yes. 

Mr. SourHarpb. So that, in fact, there are a very considerable number 
of countries where they do have a variety of rates, with the knowledge, 
and in one way or another, the consent of the fund. 

Senator Miniiktn. Well, that keeps them within the coverage of the 
fund. 

Mr. Sournarp. That is right; but I did not wish to imply in the 
record that every member of the fund must have a par value which is 
uniformly apphed. 

Senator Miturkry. I understand it. 

Mr. Sournarp. That is the goal; that is certainly the goal. 

Senator Mitur«kin. Where you have these deviations, they are after 
consultation with the fund. 

Mr. Sovurnarp. That is right. 

Senator Minzikin. And if they want to stay official, it is with the 
acquiescence of the fund, is that not correct ? 

Mr. Souruarp. That is right; I would accept that, Senator. 

Senator Miniixin. Before we enter into a discussion with respect 
to gold, I would like to introduce in the record and invite the witness’ 
attention to the first sentence or the first paragraph of article XV of 
GATT, which reads: 

The contracting parties shall seek cooperation with the International Monetary 
Fund to the end that the contracting parties and the fund may pursue a co- 
ordinated policy with regard to exchange questions within the jurisdiction of the 
fund and questions of quantitative restrictions and other trade measures within 
the jurisdiction of the contracting parties. 

Senator Kerr. At that point—I do not think this is germane, Mr. 
Chairman, but I would like to ask the witness this question, if I may: 
What is the present world price of gold in terms of the American 
dollar? 

Mr. Sournarp. Thirty-five dollars an ounce, Senator. 

Senator Kerr. Well, is there deviation from that / 

Mr. Sourmarp. There are free and black markets for gold in some 
countries of the world. There is private legal and illegal trading in 
gold in some parts of the world at these free or black market prices: 
but so far as the fund is-concerned, the par value system is based on 
and is linked to the present price of gold, and the only way in which, 
so far as the fund is concerned 
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Senator Kerr. You mean these — values that you are giving us 
are based upon the price of gold being $35 an ounce? 

Mr. Sournarp. That is right. 

Senator Kerr. Well, what part of the trading in gold that now 
goes on is being done at that price? 

Mr. Sournarp. So far as official monetary transactions are con- 
cerned 

Senator Kerr. I am not interested insofar as official transactions 
are concerned. I am talking about total transactions. 

Mr. Sournarp. I think that is a much harder question to answer. 

Senator Kerr. If you cannot answer it, say so. 

Mr. Sournarp. Because it involves a great deal of guessing, and I 
would like, if I may, enter that into the record later. We do have 
some calculations that I want to check with the fund that constitute 
guesses as to what volume of gold may have moved into free or private - 
unofficial markets. It is a very broad guess, at best. 

(The following table was later supplied for the record :) 





Estimate of absorption of gold into private hoards, 1946-50 


[In millions of United States dollars] 


| 1046 | 1947 | 1948 | 1949 | _1950. | 1950 first | 1950 sec- 


year ! half! | ond half! 

Gold production ?2__- Seeel 760 | 775 | 810 | 835 | 861 | 425 436 

Increase in official gold holdings 3___-. patie 295 450 400 | 478 427 | 318 109 

Absorption into industry, arts, profes- | | | 

sions, and private hoards : 465 | 325) 410/| 3857 434 107 327 
Estimated absorption into industry, arts, and | | 

professions in occidental countries _.....--.- - 205 | 110 100 170 | 4 160 480 480 

Estimated absorption into private hoards -- ---- | 260 | 215 310 187 274 | 27 247 





1 Provisional. 

? Estimated world production excluding the U.S. S. R.: valued at U. S. $35 per fine ounce. 

3 Estimates of changes in official gold holdings are based on figures supplied by the Federal Reserve Board, 
and include gold holdings of international institutions and of stabilization funds. 

4 Estimated at approximately the same annual rate as in 1949. 


Senator Kerr. Is there a considerable percentage of it that moves 
in that particular part of the market ? 

Mr. Sournarp. I would rather use the word “quantity” instead of 
“percent.” There is a considerable amount of gold that moves into 
it. I am not sure what percentage these constitute of total gold 
transactions throughout the world in a year. 

Senator Kerr. What is the price of gold in that market ? 

Mr. SourHarp. It is not a homogeneous market, Senator. There 
are various gold prices. 

Senator Kerr. What is the range? 

Mr. SourHarp. The range also varies, but it is a range from close 
to $35 up to something about $50. 

Senator Mitiixrn. Has it not gone as high as $75 and $80? 

Mr. SoutHarp. As high as $60 in a few isolated markets. It ranges 
or differs with the political atmosphere of the world or the degree of 
Communist threat in a given area. It differs with people’s fear of 
inflation; in some areas, they hoard gold. It is a highly volatile 
price, which, indeed, within the last few weeks, with things looking 
quieter, has tended to go down in some of those markets. After 
Korea it went up. 

Senator Kerr. What would you say was a rough guess of the 
average of the price of gold in the black market, so- -called# 
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ae 0 Mr. SourHarp. I would not wish to venture a guess at this time. 
” Senator Kerr. Would it be as much as $45 an ounce ? 
Mr. SourHarD. I would not have any careful judgment. It has 
ine been dropping. aba. 
Senator Kerr. Is there anybody connected with your organization 


sliie that would be qualified to answer that question { 
Mr. Sournarp. I think we could get some of the representative 
tical figures in leading gold markets. We will try to get those and put 
them into the record. 
is Senator Mutinin. May I interrupt, Senator? I happen to know 
that at least a year or two ago there was one gentleman over in the 
and I Treasury Department who was giving special attention to ths question 
have of black market gold, and if he is still there, I should think he would 
titute be able to illuminate this thing completely, because at least at that 
wate - time he told me of the different markets. 


Mr. Sournarp. That is right. 
Senator Minirkin. He told me of the different markets for gold 
that were unofficial, and gave me ranges of figures at that time; and 
I should think he would be able to give you exactly what you want, 
Senator. 
Mr. SourHarpb. I think we can get something between the Treasury 
106) one. and the fund. ca. 
or Senator Mintuikin. Will you put it into the record ? 
a Mr. SoutHarp. Yes. 
109 The Carman. When you get it, transmit it to the clerk, please. 
Mr. SourHarp. Yes. 
(The information referred to is as follows:) 


480 
End of month prices of bar gold in various world markets 
247 
{In United States dollars per fine ounce at free or black market exchange rates 
* : | 
| , A ad tome- * ‘ ; 
e Board, Date Beirut Hong Kong Milan Paris ? Tangie 
1949 January 50. 12 50. 00 50. 71 
moves February | 48. 55 18. 44 49. 93 
ei March | 49. 07 50. 92 
April | 55. 89 50, 48 {8.79 
May 46. 61 57. 86 51. 43 56. 90 52 44 
oad of June 53. 58 51. 41 50. 84 53. 10 
cj July 47.73 54. 33 51. 35 51. 72 419. 66 
S into August 46. 60 50 27 50. 84 53. 08 49. 54 
sold September 45. 50 49. 59 51. 61 52 51 50. 16 
October } 44. 29 46. 69 51.91 51.73 47.85 
November | 42.04 43. 28 46. 71 49. 10 44.47 
December | 41.39 | 38.75 45. 04 46, 22 43.19 
1950-—January | 41.47 | 39. 16 44.13 45. 23 42. 93 
There February 40.86 | 39. 79 41.19 42.74 39. 90 
March | 39. 71 36. 87 40. 81 41.56 42. 08 
A pril | 38. 40 38, 42 39. 39 40), 84 40. 18 
May | 36. 51 37.31 38.19 38. 48 39.19 
June 38. 05 43. 94 4(). SF 41. 96 10. 06 
l close July 39. 14 44. 59 40. 60 | 43.39 41.08 
August 38. 99 ‘1 52 39. 77 41. 22 $1. 28 
September 38. 99 38. 30 39. 86 41.50 $1. 28 
October 38. 66 * 57 39. 46 | 40). 28 40. 06 
November 38. 26 43.06 39. 67 | $1. 07 
ranges December 39. 97 44.74 41. 40 43. 05 40. 00 
© 19°.) —January 42.79 47.24 43. 2¢ 44. 36 42. 125 
‘ree of Feburary 42. 56 46. 54 42.94 44. 23 42. 25 
ear of March | 441.77 | 45. 27 541.50 42. 24 7 40. 40 
latile rrr Radia Pertenes ) ter ee 
e . Prices quoted are from the Rome market through November 1949; other pricesare from the Milan market. 
poking ? Prices for last Friday of each month January 1949 through April 1950; end of month thereafter 
Aft or ' Highe ast reported price in history of Hong Kong (the equivalent of U.S. $68.95 per fine ounce) occurred 
x on May 25, 1949. 
* Mar. 6. 
§ Mar. 20. 
of the 6 Mar. 21. 
7 Mar. 22. 
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Senator Kerr. What is the basic reason for the present decline 


that has taken place in the stocks of gold owned by this Government / ; t 

Mr. Sourrarp. I would say broadly a strong demand for imports. ( 
together with rising prices for a number of important commodities, a 
such as wool, which have tended to give almost all of the food anc ¢ 
raw material producing countries a strong trading position. That. r 
I would say, is the main development. \ 

Senator Kerr. To what extent has the gold owned by this Govern e 
ment been reduced in the last 12 months? ’ 


Mr. SournarD. In the last several years? 

Senator Kerr. Twelve months. 

Mr. Sournarp. The last 12 months? I have in the year 1950 roughly 
1.8 billion dollars. 

Senator Kerr. Has that continued through the first quarter ot 


this year? 
Mr. SourHarp. The decline has continued; yes. 
Senator Kerr. Then, has it been at an accelerated rate? : 
Mr. Sournarp. The rate has been accelerating somewhat. I would 
be glad to. check the rate and get the first quarter figures. 
Senator Kerr. I would be glad if you would put that into the record. ' 


(The information referred to, later submitted, is as follows: ) 


United States net sales of monetary gold, January 1-—April 6, inclusive 
amount to $913.5 million. 

Senator Kerr. Now, then, tell me this. How unhealthy is that? 

Mr. Sournarp. Senator, I have a very brief statement, which | 
prepared in order to have it worded more carefully, and, indeed, 
the only statement I would care to read, if you do not mind by reading 
it, and then I will try to elaborate on it. 

Senator Kerr. Is it all right with the chairman to have it go into 
the record at this point ? 

Mr. Sournarp. I would be glad to hand copies of this brief state 
ment to members of the committee. 

Shall I read the statement or just place it in the record without 
reading it? 

The CuarmMan. Suppose you read it, Mr. Southard. 

Mr. Sournarp. Since the beginning of 1950, there has been an out 
flow of gold from the United States of about $2.6 billion. 

Senator Kerr. Then, the first quarter would be about $800 million / 

Mr. Sournarp. That is right, something in that order. 

Senator Kerr. So that last year we had an outflow of 1.8 billion. 
At the rate of $800 million a quarter we would have an outflow of 
3.2 billion dollars. 

Mr. SourHarp. That is right, it is accelerated. But the biggest 
acceleration occurred last summer, and the rate of loss has not change 
greatly since the first of this year. 

Contributing to this movement of gold has been a shift in our in 
ternational accounts occasioned in part by increased demands for 
foreign materials associated with the defense effort, plus substantial 
adjustments i in prices of commodities entering world trade. 

‘he gold movement has also reflected the recovery of the payments 
position of a number of areas of the world, especially since the time 
of the devaluation of sterling. 

Senator Kerr. Just there, what does that mean? 
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Mr. Sournarp. It means that prior to the devaluation of sterling, 
there was a measurable disparity of prices in the sense that in the 
dollar area (primarily the United States, Latin America, and Can- 
ada) commodity prices, generally, particularly for manufactured 
goods, but also for some others, tended to be measurably lower, 
measured particularly by general price indexes, than the prices of 
Western Europe and the U nited Kingdom, in particular, and to some 
extent the price of the rest of the so-called soft currency area, which 
was primarily the sterling area. 

Senator Kerr. This says: 

The gold movement has also reflected the recovery of the payments position. 


Mr. Souruarp. That is right. 

Senator Kerr. Does that mean the recovery of their position of 
being able to pay! 

Mr. Sournarb. It means the recovery of their balance of payments 
to the position where, rather than having a continued decline in owe 
reserves, that decline, in general, las tended to be arrested, and i 
many Instances they have begun building up their reserves again. 

Senator MILLIKiN. Does it not also mean they have increased their 
exports. 

Mr. SourHarp. That is right. 

Senator MILumkin (continuing). Which have caused this result 
about which you are talking? 

Mr. Sournarp. Their exports have increased, and they have also 
increased their earnings from service transactions. 

The Cuamman. Do you have the statement that appeared in the 
morning press about the reserves, the British and sterling area ? 

Mr. Sournarp. I read it in the press, Senator. 

The CuarrMan. You read it in the press? You have not the state- 
ment ¢ 

Mr. Sournarp. I have no official statement. 

The CuatrMan. You have no official statement ? 

Mr. SourHarp. I read it probably through the same source that you 
did, Mr. Chairman. 

The CuarrMan. Yes, sir. 

Senator Minitikin. Do you mind, Senator, if I ask one more ques- 
tion before you go on? Had you finished, Mr. Chairman ? 

The Cuamman. Yes; I had. I thought if we had that st: itement 
it might shed some light on this gener ‘al statement of Senator Kerr's. 

Senator MitziKin. Going ee again to what I thought we were 
talking about a moment ago, the way they balance their accounts, 
and get into a better position, which is to sell more outside of their 
c ountry— 

Mr. Sournarp. That is right. 

Senator MILLIKIN (continuing). And the devaluation has tended 
to increase their export. trade— 

Mr. Sournarp. That is right. 

_ Senator MiLirKk1n (continuing). Which is another way of say- 
ing—— 

Mr. Sournarp. And tended to decrease their import trade; it is 
both, Senator. 

Senator Miturkin. That is right, I agree entirely. Which is saying 
in terms of the United States that it has increased imports into the 
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United States, which have given those countries a greater claim for 
gold than they have had before, and they have pursued the claim, is 
that correct ? 

Mr. Sournarp. That is correct, broadly. 

Shall I continue, Mr. Chairman ? 

The Cuarrman. Yes. 

Senator Minii«in. I am sorry to have interrupted you. 

Senator Kerr. You are shedding light on it, and that is what I am 
looking for. 

I want to ask him a question in these words: This means that at 
the present time we are importing more than we are exporting, and 
paying for the difference in gold, does it not, stated simply and briefly ’ 

Mr. Sournarp. With respect'to some countries. Our over-all trade 
balance for the whole world has, of course, for the whole of last year, 
showed more exports than imports, and while there were brief periods 
toward the end of 1950 when there was actually an excess of imports 
over exports, it is not true of the whole year, and I am not sure that 
it was true the first quarter of this year. I would have to check those 
figures. 

Senator Kerr. Mr. Southard, would you develop for the record 
how the United States can be a creditor nation and, at the same time, 
be losing gold ? 

Mr. Sournarp. The flow of gold in and out of the United States 
depends on the movement of the entire balance of payments of the 
United States with the rest of the world, including both current and 
capital transactions. It is important to distinguish the balance of 
payments from the balance of trade. There is submitted herewith a 
summary table showing the balance of payments of the United States 
for 1950. It can be seen from this table that the United States actually 
exported goods and services which exceeded imports of goods and 
services by $2.2 billion. However, this net surplus on account of trade 
and services was much more than offset by net outflow of private cap- 
ital and private donations and by public loans and grants. The net 
result was that the rest of the world ac quired $1.7 billion in gold and 
increased its dollar holdings by $1.9 billion in the course of its trans- 
actions with the United States. 


United States balance of payments, 1950* 
[In billions of dollars] 
Goods and services: 
Exports egemebeads 
Imports__ - 
Trade balance 


Service receipts _____.__---~- 
Service payments__-—- 


Services balance___—- 
Total 

. Private donations, net 

. United States private capital, net 
Total (A through C)-__- as 


1 No sign indicates credit ; minus sign indicates debit. 
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United States balance of payments, 1950—Continued 


{In billions of dollars] 
‘ 


. U. S. Government grants and loans, net: 
Mutual defense assistance__ 
en etaces Sean 


EE a 
Foreign countries’ gold and dollar assets: 


Increase in long- and short-term dollar assets 
Purchase of gold from United States 


Source: U. S. Department of Commerce, Survey of Current Business, March 1951. 


This analysis of the relationship between the creditor position of the 
United States and the loss of gold is further elaborated in the follow- 
ing excerpt from the Federal Reserve Bulletin (March 1951, pp. 
251-259) : 


CAUSES OF THE REVERSAL IN GOLD AND DOLLAR MOVEMENT 


The basic cause of the outflow of gold and the rise in foreign dollar balances 
in 1950 was a further decline in the United States export surplus combined with 
a continued flow of United States Government aid. The export surplus (in- 
cluding*services) dropped from 6.2 billion dollars in 1949 to about 2 billion in 
1950, reflecting improvement in the economic and competitive position of foreign 
countries and also the emergence of sellers’ markets for many raw materials 
produced abroad. Accompaning this reduced export surplus was a net extension 
of United States Government aid of 4.1 billion dollars, primarily to Western 
European countries. While this represented a considerable reduction from the 
1949 total aid of 5.9 billion, the amount nevertheless exceeded the over-all export 
surplus by about 2 billion dollars. Without this net outlay of dollars, the bulk 
of the growth in foreign gold and dollar resources could not have taken place. 

It should be noted that the figure of 4.1 billion dollars, representing the net 
utilization of United States foreign aid, does not reflect fully the reduction in 
allotments under the European recovery program that were made possible during 
1950 as conditions abroad improved. Owing to a lag between allotment of funds 
and actual flow of goods, the effects of these reductions will be felt mainly during 
the course of the current year. On the other hand, the 1950 aid figures include 
only a comparatively small portion of the defense assistance that is projected 
under the mutual defense assistance program. 

Another factor which helped to finance the export surplus, and contributed to 
the increase of foreign gold and dollar holdings, was an estimated 1.4 billion 
dollars made available to foreigners in 1950 through private financial trans- 
actions. Of this amount about 1 billion represented direct investments and 
loans, including certain special transactions such as a 225 million dollar loan 
extended to France by private American banks. The remaining 400 million rep 
resented private donations. 

During the second half of the year, and especially in the third quarter, the 
movement of private funds from the United States included some speculative 
capital, particularly to Canada and the sterling area, and in smaller amounts to 
Latin America. The extent and significance of this outflow was greatly exag- 
gereated in some press comments. Reports of “capital flight” in the second half 
of 1950 often confused transfers of American and other dollar funds with move- 
ments of nondollar funds from Europe. Also, they often confused current ac- 
count payments with capital transactions and failed to distinguish between bona 
fide foreign investment and the speculative movements of funds. 

There was a heavy flow of American funds to Canada in the third quarter of 
1950. Canadian holdings of United States dollars rose by 600 million dollars in 
a period of 3 months, a much larger expansion than can be accounted for by trade 
and service transactions. The flow was to a considerable extent connected with 
anticipated ehanges in.the value.of the Canadian dollar. A substantial part 
of the flow appears to have represented advance purchases of Canadian dollars 
by American companies projecting future investments in Canada. Of the re- 
mainder, much of which arose from speculation with the object of obtaining 
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an exchange profit, some part may eventually find its way into long-term inves 
ment in Canada. There was only a small return flow of dollars to the Unite 
States in the latter part of 1950 after the unpegging of the,Canadian currenc) 

There was also an unusual demand for sterling during the autumn of 19%) 
part of which appears to have originated in Canada as well as in the United 
States. Some of this demand accompanied unfounded rumors of sterling a 
preciation, but the major portion probably resulted from the rapidly expandii 
purchases of raw materials from the sterling area. Speculation on sterling 1 
valuation subsided toward the end of the year. 

The movement of funds to Latin America arose from a variety of motives 
American venture capital was attracted by the developing boom in a number 
countries, especially Mexico. It appears that the flow of funds also involv: 
substantial amounts of foreign-held (e. g., European) dollar balances ; such trai 
fers altered the distribution of dollar assets among foreign holders but did n 
in themselves, affect the aggregate amount. In addition, there was probalb 
also a movement of nondollar capital from Europe to the Western Hemispher 

The nature and extent of the outflow of private capital in 1950 should |) 
evaluated in the light of the over-all balance-of-payments position of the United 
States, and reactions abroad to economic trends in this country. The bulk of 
the accumulation of gold and dollars by foreign countries in 1950 was the result 
of a shift in the trade balance and of continued American aid. The net gain in 
dollar balances was approximately equal to the net gain in gold, with varyi: 
degrees of preference among foreign monetary authorities between the two 
forms of holdings. At the same time, however, the outflow of private capit: 
whether from European or American sources, was apparently motivated in part 
by fears of further deterioration in the international situation as well as by 
inflationary developments in the United States. 


The Cuarman, Let me read this article from the New York Times. 
It is not as full as some other statements I saw this morning with 
respect to the statement made by the Chancelor of the Exchequer 
made yesterday to the House of Commons. 

This statement says that the Chancelor told the House of Com 
mons “that they amount to $3,758,000,000 on March 31, a rise of 
$458 million since December 31.” 

The Chancelor was reporting on the balance of trade between the sterling 
area and the rest of the world. The improvement in the British financial situation 
is still largely the result of earnings by other countries in the sterling area. 

Had it not been for the big dollar earnings of Malaya for tin and rubber, and thi 
high prices of wool from Australia and New Zealand, the picture would not bi 
so bright, for the United Kingdom itself remains in deficit with dollar area 

These gains by dollar earners in the Commonwealth add to the hoard of gold 
and dollars in London, but at the same time they increase London’s sterling 
liabilities. There is still a danger that if the United Kingdom cannot requite 
the balance with goods or services, the demand for conversion of sterling into 
dollars will increase throughout the Commonwealth. 

Oliver Lyttelton said the opposition would not debate the figures until after 
the budget was submitted next Tuesday. 

Now, I think that, included in this rise again, was some 90 billions 
of Marshall plan aid that had not been cut off. 

Senator Kerr. I think the figure you mean is something else. 

The CrarrmMan. Ninety-odd millions I mean. I think it is about 
98 millions, I am not sure, of Marshall aid which was cut off when— 
last December ? 

Mr. Brownz. I think the cut-off date was as of the end of the year, 
as of December 31. 

The Cuatrman. As of the end of the vear; but included within 
this general rise that the Chancelor was talking about, was the Ma 
shall plan aid to the extent that it entered into it. I think that was 
the statement that I had in mind. 

All right, I think if you would let Mr. Southard proceed—— 
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Senator Kerr. I want to ask him another question, if I may. Can 
you put a chart in the record showing the gold holdings of the various 
countries, most of Western Europe and this country ? 

Mr. Sournarp. Just the gold? 

Senator Kerr. The gold. 

Mr. Sournarp. Not their official dollars. I will put that in; yes, 
I will be glad to put that in the record. 

Senator Kerr. Yes. 

Mr. SournArp. You would like it, perhaps, for the years 1945 
through 1950? 

Senator Kerr. That is right. 

(The information referred to is as follows :) 


Monetary gold holdings 


{In millions of United States dollars] 
End of 


1947 { 1950 


United Kingdom ‘ 2, 2, 025 
South Africa RR 762 
Other sterling area 


Total. 


Other OEEC countries 
Belgium-Luxemburg ! 
France ! 

Italy. 
Netherlands ! 
Sweden 
Switzerland 
Other 2 


Total 
Canada 


Latin America: 
Argentina. 3 ; 
Brazil____- ‘ 7 ‘ : 35 317 
Cuba 279 
Mexico. __- 292 | 100 42 
Venezuela. 20% 21: 215 323 
Other__. 416 376 


Total ’ a - 2, 1, 653 1, 488 
Other foreign countries * BR: ‘ ; 1, 373 1,311 


Total foreign countries 3, | 3,329 | 10,306 9, 0.36 
United States___. t€ oie 20, 20,706 | 22,868 24, 398 
IMF and IBRD...-. : ‘ 1, 360 1, 436 


Creed ite)... 53... 5... : z | 34,035 34, 534 34, 870 





Including dependencies. 
* Including BIS holdings for own and EPU account. 
Excluding U.S.8.R 


Source: International Financial Statistics and Federal Reserve Bulletin, April 1948, March 1951. 


Senator Kerr. What is the amount of production of gold annually 
that enters into monetary value? 

Mr. SourHarp. May I put that in the record? It is a small figure. 

Senator Kerr. What is the annual production of gold in the world 
that you know about? 

Mr. Souruarp. I think we have that here. 

Senator Kerr. Will you put the answer to the previous question in 
the record? 
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(The information referred to is as follows :) 


Estimate of annual increases in world official gold holdings * 
[In millions of United States dollars] 


1946 ; eee 295 | 1949____ 
1947__- eg f 450 | 1950 
Re stat ae tage 400 


1 Excluding U. S. S. R.; including gold hol@ings of international institutions and of 
stabilization funds. 


Senator MitxrKkrn. It is the smallness of the figure that has repre- 
sented one of the principal arguments in favor of those who believe 
in the gold standard as giving that standard virtue. 

Senator Kerr. Or not giving it. 

Mr. Sournarp. A considerable part of the newly mined gold, of 
course, goes into commercial channels. The world’s total gold pro- 
duction 

Senator Kerr. Is that exclusive of the U. S.S. R.? 

Senator Mitirkin. Yes. We do not know what it is. 

Mr. Sournarp. It excludes the U.S. S. R. 

Do you wish the latest year on it? 

Senator Kerr. Yes. 

Mr. Souruarp. In 1950, which is estimated, because it is pretty 
early—— 

Senator Kerr. Yes. 

Mr. SourHarp. $850 million at $35 an ounce. 

Senator Kerr. That was the total production ¢ 

Mr. SourHarp. That is right. 

Senator Kerr. Is there an estimate of the percentage of it that goes 
into the monetary 

Mr. Sournarp. That is the figure I do not have, but I will endeavor 
to get it. (See p. 1412. 

Senator Miuuikin. There was a time, was there not, when many 
people were actually figuring, and that was a time of greater normality 
than we have at the present time—of how we could actually redis- 
tribute at least a part of our gold surplus to lend stability to the 
monetary systems of other countries ¢ 

Mr. Sournarn. Yes, sir. 

Senator Murry. I think that that view has disappeared because 
of the instability of the whole world, and the instability of the many 
currencies of the world, and gold shipped to us by others, whatever 
the mechanics might be, would just go down the drain, and lose itself 
in a general fiscal insolvency of many other nations; is that not 
correct ¢ 

Mr. Sourwarp. Yes, sir. 

Senator Miturgrin. Of course, there is a whole lot of concern about 
our export of gold and, of course, one of the concerns touches this 
question of our trade relations; what is happening tradewise, of which 
this gold outflow may be a symptom, and I think we have gone into 
that somewhat this morning. 

I think there is also a pretty general fear that we are shipping gold 
to foreign countries which, in turn, is being used in their own financial 
affairs to get more than the official value of the gold. 

Senator Kerr. More than $35 an ounce. 

Senator Mruurkin. More than $35 an ounce. 
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Will you comment on that, please? Then I would want to get into 
the black market. 


Mr. Sournarp. Is it your suggestion that we would be shipping 
gold officially to those countries ¢ 

Senator Minturn. That is right. A foreign country has X quan- 
tity of gold 

Mr. Souruarp. Yes. 

Senator MILurKin (continuing). Which officially is valued at $35 an 
ounce. 

Mr. Sournarp. Yes. 

Senator Miurkin. What can it do, or what does it do, to get more 
than $35 an ounce for that gold while it has the gold ¢ 

Mr. SourHarp. Well, foreign governments could sell the gold at 
home or abroad in a so-called premium market, and acquire, if they 
sold it at home, their own currency at a rate greater than the equiva- 
lent in their currence y at $35 an ounce. 

Senator Mitui«in. They could do the same thing in their trans- 
actions with others. 

Mr. Sournarp. If they sold it abroad, in some market like Tangiers, 
it would be sold for some other foreign currencies, even dollars 

Senator Mitiikin. How do they do that? 

Mr. Souruarp. To the best of my knowledge the great generality 
of foreign central banks and governments do not engage in such trans- 
actions. 

Now, what foreign central banks do is not always, or much of the 
time, a matter of record. They may engage in secret stabilization 
operations through banking agents. It may be very difficult, even for 
other governments, to trace such transactions. 

Senator MizirKin. They might be using their gold to get more than 
$35 an ounce. 

Mr. SourHarp. Some of them may be doing it. 

Senator Miniikin. Yes. 

Mr. Sourmarp. If such gold sales are being carried out, it is not 
likely that profit is the primary objective. A central bank may sell 
gold for internal stabilization reasons, with the incidental effect of 
making a profit on the transaction, but not with that purpose. 

Senator Miniikin. Yes. 

Of course, I think the thing that disturbs the American citizen, 
aside from losing gold, is that ‘where they make this unofficial use of 
gold to get more than $35 an ounce for it, the American t: axpayer is 
paying the bill, is that not correct ? 

Mr. Sourmarp. Well, we would not ourselves sell gold for anything 
other than $35 an ounce, 

Senator Kerr. What price? 

Mr. SourHarb. $35 an ounce. 

Senator Mimuixkin. If we are selling something at $35 an ounce that 
is worth more 

Mr. SourHarp. It would mean that somebody else is making a 
profit. 

Senator MituiKkrn. The people of the United States as represented 
by the Government, are paying the bill, are they not ? 

Mr. Sournarp. Could I put it this way: that somebody would be 
making a profit— 

Senator MiLtaxin. Yes. 





1422 TRADE AGREEMENTS EXTENSION ACT OF 1951 


Mr. SourHarp (continuing). But we would not ourselves engage in 
making that profit. 

Senator Kerr. We would be suffering the loss, would we not / 

Mr, SourHarp. We would be losing the gold. 

Senator MILtiKin. We would be refraining from selling our goid at 
a profit, which comes to the same thing, does it not ¢ 

Mr. SoutHarp. Yes, sir. 

Senator Mituikiy. In other words, we are, as Senator Kerr so 
pungently put it, suffering the loss which the people of the United 
States are suffering. 

Mr. Sournarp. Could I say one further thing on that ¢ 

Senator Minuikin. Yes. 

Mr. Souruarp. It is my belief, Senator, that no central bank is 
deliberately selling its official gold for the purpose of making a profit. 

Senator Kerr. Would the effect be less positive if it is being done 
deliberately ¢ 

Mr. SourHarp. As I say, some of them engage in stablization pro- 
cedures in their own market with the same effect. 

Senator Kerr. Is it possible that some central banks are calling 
upon this country to reduce their dollar balances or to redeem their 
dollar balances of themselves with this country in gold at $35 an 
ounce, and then _— foreign central banks take that into the black 
market and get 45 American dollars for each ounce of that gold, and 
get those America an dollars that they obtain in that manner over here; 
and with that obtain additional gold for $35 an ounce / 

Mr. SourHarp. It is possible, Senator, but extremely unlikely. 

Senator Mitiikin. What steps do you take to check the use of gold 
in countries that get it from us¢ 

Mr. Sournarp. The Federal Reserve Bank, which is the agent of 
the Treasury in these matters, sells gold to foreign central banks only 
on a formal assertion that the purpose of the gold transaction is 
purely monetary. 

If we had reasonable ground to suspect that a country was buying 
the gold for, shall I say, the kind of endless chain that Senator Kerr 
suggested might take place, the Treasury and the Federal Reserve 
Bank would investigate the matter with great care. 

Senator Minurkrin. Are we running such investigations 

Mr. Sournarp. Well, I should say this: In any case, even such as 
the rumor that you may have seen in the press that the Bank of France 
was engaged in such sale, any case of that sort at once causes us pri- 
vately and properly to discuss it with the foreign country. 

Senator Mintikin. Yes. IL want to come to France especially, but 
I would like to ask if a private citizen of a foreign country cannot buy 
gold in the United States: can he? 

Mr. Sournarp. That is right, sir. 

Senator Minuikin. The transactions are completely with the cen- 
tral bank of foreign countries? 

Mr. Sournarp. That is right. 

Senator Miniikrn. And, as you state, there has to be a showing 
which, of course, might not be a correct showing, but there has to be 
a showing of why they want the gold, is that right! : 

Mr. Sournarp. Yes, sir. But, Senator, I should say that private 
citizens, both here and abroad can acquire gold for industrial pur- 
poses. 
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Senator Mitiikry. For industrial purposes ¢ 

Mr. Sournarp. For industrial and artistic purposes. 

Senator Mintikin. They must make a showing of that purpose / 

Mr. Sournarp. Yes: and that is checked. 

Senator Minnikin. Our own citizens have that right as well as the 
foreigners / ; 

Mr. SourHarp. Completely. 

Senator Miturkin. A foreign person buys gold for that pone 
if he does so, he buys it through the central bank, does he not, 
matter of mechanics / 

Mr. Sournarp. No; he may buy it and ordinarily will buy it, from 
American gold refiners who are in that business and who are licensed 
by the Treasury. 

Senator Minurkix. And you maintain close check over those 
people ¢ 

Mr. Sournarp. Yes, sir. We maintain a closer check the nearer 
the gold is to bar form; a lesser check the more nearly it gets in 
elaborate jewelry form. 

Senator Minuikixn. You folks are aware of this fear that people 
have that these foreign countries are making an improper use of 
our gold, 

Mr. Sourmarp. Yes, sir. 

Senator Minzikin. If I might take the liberty of making a sugges- 
tion, 1 think you ought to get out to the people a completely factual 
and simple explanation of what is happening, and I think they ought 
to be assured that you are watching that like a hawk to see that that 
does not happen. 

Mr. Sournarp. Thank you, Senator, I will communicate the sug- 
gestion to the Treasur Vv. 

Senator Muruixriy. Let us get into the black-market field. What is 
your source of—what is the source of—gold for the black markets 
other than hoarded gold, which comes out of the sock, and so forth ? 
Maybe I can simplify that by saying 

Mr. Sourmakp. I think I understand the question, s 

Senator MitiiKkin. All right; go ahead. 

Mr. Sournarp. It is a proper question, and one that has not been 
altogether easy for us to get an answer to. Probably the most impor- 
tant source of hoarded gold is newly mined gold, diverted into uses 
that may not be fairly called industrial or artistic uses, but rather 
into hoarding uses. 

Now, let us take our own case in the United States. We have a 
regular licensed trade in dental gold and jeweler’s gold in the cus- 
tomary forms.. We may license such gold for export by an American 
refiner to a foreign customer. Let us say that such gold is sent to a 
foreign customer in country X. 

Senator Miniikin. Yes. 

Mr. Sourmarp. We have proper affidavits that the gold is destined 
for customary uses for that kind of gold. We have no reason to sus- 
pect otherwise. We may have made a careful check, as we often do, 
through our consuls, as to, for example, the reputability of the firm, 
whether it is customarily in that business, and so forth. But gold has 
been in the world for many thousands of years, and the gold trade is 
a very devious trade. Considering the large number of transactions, 1f 
even only 10 percent of that gold were to be diverted inadvertently or 
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willfully by the Siete importer or by someone to whom that person 
sold it, it may ree adily get into the black market. It may be melted 
down and reformed into little ingots. That is the most important 
source, because the number of countries mining gold is fairly numer- 
ous, including, of course, South Africa, Australia, Canada, and the 
United States. 

Senator MILLrkin. Two years ago we were having quite a fuss with 
South Africa over the disposition ‘of newly mined gold. What is the 
present status of that? 

Mr. Sournarp. Of the South African practices or of the fund 
relations ?¢ 

Senator Minir«k1n. Of the practices. 

Mr. Sourmarp. As near as I know, Senator, South Africa is oper- 
ating on what you could call an affidavit system. They allow their 
gold-mining industry to ship gold in the customary industrial and 
artistic forms to various world markets on the basis of affidavits. 

In general, these affidavits are to the effect that the transaction is 
not against the laws of the country to which the gold is going, and 
that the gold is to be used for an industrial or artistic purpose. 

Senator Miuurkrn. What are they selling that gold for? 

Mr. Sournarp. They sell at current prices. 

Senator Minurkry. Current prices? 

Mr. Sournarp. Which vary. I do not mean by that that there is 
a single market price. It depends on the form of the gold, but they 
get the market price. 

Senator Mitirqin. A couple of years ago they were insisting on 
selling it above. 

Mr. Sournarp. By current prices I do not mean $35 an ounce. I 
mean the current market price for that kind of gold in that market. 

Senator Miutriktn. Well, at the present time, it would be higher 
than the current official value for gold. 

Mr. Souruarp. It may be in the high thirties or low forties. 

Senator Miniikin. And under their claim that gold goes only into 
industrial and artistic purposes ? 

Mr. Sournarp. Industrial and artistic purposes. 

Senator Minin. Of. course, there is a possibility that part of 
that could be going into the black market. 

Mr. Sournarp. Yes; into private hoards, and so forth. 

Senator Mittin. Yes. 

What is the relationship of the fund to the countries that produce 
and sell gold in that way? Are you acquiescing or are you approving 
or what is the situation ? 

Mr. Sournarp. In the periods since the Korean outbreak, as you 
know, [ am sure, Senator, the gold markets have been more active 
than they were before, for obvious reasons, and the percentage of 
the South African output of newly mined gold that moved through 
these channels, as against going to us or England in monetary trans- 
actions at the official price increased. We have the statement of 
their own finance minister that these transactions got up to about 40 
percent of output, 

Senator Mitiiktn. Can you put something in the record into which 
we can get our teeth into so far as volume of that sort of thing is 
concerned ¢ 
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Mr. Sournarp. Yes; I will endeavor to get something for the 
record. 

Senator Mriu1K1n. All right. 

(The information above referred to is as follows :) 


{Excerpt from the Economist (London), March 8, 1951, p. 510] 


SoutH AFRICA AND PREMIUM GOLD 

Mr. Havenga, the South African Finance Minister, has recently shed a little 
light on South Africa’s sales of gold at premium prices, a subject that has hitherto 
been largely cloaked by official reticence. He told the South African Parliament 
that the percentage of the Union’s newly mined gold that was sold in the open 
market varied from time to time, but “in recent months had been about 40 per- 
cent.” This confirms unofficial estimates that have been current for some time 
and brings out clearly the exceptional importance of premium gold sales to the 
South African gold industry. The December quarterlies published by the produc- 
ing mines showed that profits from premium sales had become a main source of 
revenue for certain mines. The March quarterlies are expected to show a marked 
further move in this direction. 

Mr. Sournarp. The fund recently, and by that I mean roughly 30 
days ago, studied that situation again, and took a decision, which was 
published, that the fund did not regard the current arrangements, in- 
cluding the arrangement with South Africa, as being satisfactory any 
longer to deal with this kind of problem, and the fund was going to 
review it actively with the countries. 

The fund is now engaged in that, I should say, difficult review. It 
is going to try to study the nature of the trade, what kind of adminis- 
trative steps might be feasible, and then come to what new decision it 
can. 

Senator Miiir«in. Let us get over now into the French situation. 
What is the relation of France to the fund at the present time? 

Mr. Sournarp. France is a member of the fund. 

Senator Minu1K1n. Is it complying with the parities established by 
the fund? 

Mr. SourHarp. France has no par value at the present time, but the 
French exchange rates, official rates, have all been checked with the 
fund in the same way as if they were par values. 

Senator MuiKx1n. But the fund has established a parity with 
France? 

Mr. Sournarp. Originally established one, which the French with- 
drew. 

Senator Mriur«rn. Yes. 

Mr. Souruarn. There is no parity now. 

Senator Mruurkrm. Has the Fund accepted the withdrawal of 
France of that parity ? 

Mr. Sournarp. The Fund did not approve a new par value because 
France did not finally submit one, and the Fund has tolerated the 
nonexistence of a parity, and has had submitted to it, as on this table 
I submitted, the effective exchange rates of France. 

I think for practical working purposes, there is a firm official 
rate. 

Senator Mitir«1n. How much does France owe the fund in terms 
of dollars? 

Mr. Souruarp. France drew $125 million from the fund in 1947, 
and that has not been paid back. 
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Senator Mitii«rn. At what rate? 

Mr. SourHarp. At the then par value. 

Senator Mitirkin. Which was what? 

Mr. SourHarp. We will have to find that and put it in the record, 
sir; but, of course, the debt is a dollar debt, which the exchange rate 
does not affect. (See following testimony on this page.) 

Senator Mintir«r. [f France wants to pay it back she has to give 
a certain number of her francs to get the dollars, does she not? 

Mr. Sournarp. No; France paid the fund in francs, and is bound 
to keep those franes at parity. 

Senator Minrixin. At the then official rate? 

Mr. Sournarp. No; France has made supplemental payments in 
francs, which, together with the original payment, make a total franc 
deposit equivalent, in terms of the present official rates, to the dollar 
drawing. 

Senator MimuiK1n. Has she discharged her obligation ? 

Mr. Souruarp. She has not paid back the dollars. 

Senator Mrnzikin. That is what I am talking about. 

Mr, Sournarp. No; that is right; the dollars have not been paid 
back. When they are paid back ‘there would be a dollar t transaction, 
and the fund will return the francs. 

Senator MmurKk1n. She paid dollars into the fund, and she buys 
those dollars with francs? 

Mr. Sournmarp. That is right. 

Senator Miiurkrn. So the exchange, as provided by the franc, is a 
pertinent inquiry, is it not? 

Mr. Sournarp. Well, she would buy the dollars from her own citi- 
zens with frances, but so far as the fund is concerned, as long as France 
maintains the dollar value at all times at the official exchange rate 
of the franc, our books are covered. 

Senator Mruarin. Yes; I understand that. Did you say that 
France has or has not reduced that debt ? 

Mr. Sournarp. She has not reduced the debt. 

Senator Mruiixry. Has not reduced the debt. What is the present 
ofticial—unoflicial official rate 

Mr. Sournarp. It is 350 frances to the dollar. 

Senator Mimirkin. Are you now prepared to say what was the 
parity at the time that we made—— 

Mr. Sournarp. It was 119 francs to the dollar. 

Senator Minirg1n. Thank you. 

What is the relation of the European Payments Union to your fund ? 

Mr. Sournarp. There is no official relationship at all, sir, up to the 
present time. 

Senator Mriurkrn. Can you give us a very brief description of the 
function of that Union? 

Mr. Sournarp. Well, sir, if it can be very brief, because I am not 
an expert on it. 

Senator Minin. Yes. 

Mr. Sournarp. As I have understood it, the European Payments 
Union is a grouping of the so-called ERP countries who agreed to 
settle their current balances with each other multilaterally through a 
eentral office with réspect to which each of them has been given a 
certain quota in dollar units, but it is bookkeeping units, and with 
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respect to which each of them is obliged to give a certain credit 
corresponding to that. 

As tac as these predetermined positions work out fairly well in 
practice, the accounts can clear, the monthly credits and debits can 
clear, with solvency in the total system. 

Senator MmaiKkin. We underwrite the dollar credit part of it, do 
we not, up to the extent of our obligations? 

Mr. Sournarp. There is some sort of United States underwriting, 
yes, sir. 

Senator Miuirkrn. In other words, they have to have dollars to 
operate on to facilitate their trade with eaeh other. 

Mr. Sournarp. Yes; that is right. 

Senator Miturkin. And we supply the dollars or the dollar credit, 
and I assume that the Payments Union is under some obligation to 
put that back with us? 

Mr. Sournarp. I am not sure, sir. 

Senator Minurkin. My understanding is that the European Pay- 
ments Union was agreed upon July 1, 1950. The first settlement under 
this Payments Union was made September 30, 1950. To date $42 
million has been used in the settlement of these payments; that the 
ECA authorizing bill which set this thing up was amended to include 
600 million to be used for the purpose, and that the Appropriations 
Act of 1950 limited it to $500 million, and that the EPU has been 
delegated $350 million; I take it that is an over-all delegation—for 
the settlement of these payments and, of course, we retain title for use 
as needed. We keep it here until we have to advance it. 

Do you know of the relation of European—did you answer the 
question as to what was the relationship of that particular Union to 
the fund? 

Mr. Souruarp. There is no official relationship. 

Senator MituiKkr. No official? 

Mr. Souruarp. No. 

Senator Minuikin. But I assume you are in some sort of informal 

contact with it ? 

Mr. Souruarp. Very informal. The original OEEC paper on the 
Payments Union had a paragraph which expressed a recognition of 
the interest that the fund would or could or should have in a regional 
payments system, and undertook to enter into discussions with the 
fund for a proper relationship. Those discussions have not reached 
the board of the fund. 

Senator Miuurkin. Are you familiar with the relationship of the 
Union to OEEC ? 

Mr. Sournarp. I am not familiar with the legal relationship. I 
do not really think I know. Do you know, Mr. Bronz¢ 

Mr. Bronz. The EPU was created by, I believe, the OEEC coun- 
tries. Whether there is a formal subordination to the OEEC organi- 
zation or not, I am not certain. 

Mr. Sournarp. It is my understanding, Senator, if we do not talk 
about legal relationships, but of actual relations ships, that there is a 
managing board that runs the EPU, and that decisions of the man- 
aging ‘board can be appealed up to or considered by the council of 
the OREC, so | suppose, in a certain sense, it is a super board over 
the EPU. That would be my guess, but I am not positive. 
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Senator Mir1xrn. So far as the Payments Union is concerned, the 
credit that we supply to render their monetary transactions more 
flexible, that deals with the existing official parities, does it not? We 
do not set up a new set of parities to accommodate the Payments 
Union ? 

Mr. Sovurnarp. That is right. 

Senator Mruixry. So that our credit works on the parities as 
they have been declared by the fund to the countries using the Pay- 
ments Union, is that correct ? 

Mr. Sournarp. That is right, sir. Some of the members of the 
Union are not members of the fund, but most of them are. They 
must maintain their parities, or violate their obligations to the fund 
to maintain their exchange rates in conforming with parties. 

Senator Miturkry. Do you have any side contracts—I believe you 
have authority to make side contracts with countries not members of 
the fund—do you have any side contracts? 

Mr. Sournarp. No, sir. 

Senator Mrrrkrn. Let me ask you generally, do you wish to change 
your testimony in any respect, the testimony you gave us 2 years ago? 
I suppose statistical matters have changed, but so far as 

Mr. SourHarp. May I reread that testimony, Senator? I have not 
looked at it. 

Senator Miturxrn. Will you let us know, and if you wish to make 
any change you will spec ify what change you want to make? 

Mr. Sovriarp. Yes, sir. 

Senator Mitzix1n. With reference to the operations of the fund in 
connection with the quantitative restrictions and the monetary re- 
strictions that are being maintained by various countries, what exactly 
is the fund doing to break those down’? 

Mr. Sourmarp. A number of things, all adding up to a contin- 
uous—— 

Senator MriK1n. The reason I asked that question—let me pref- 
ace my original question to you—is that it developed in testimony here 
the other day that a sort of a rough division of authority is occurring 
between GATT and the Monetary Fund, to wit, GATT concerns 
itself primarily—and I am talking roughly—with rates and conces- 
sions, and the fund is working on the question that I am now exploring. 

First, would you agree that that is roughly accurate? Is that 
roughly correct ? 

Mr. SourHarp. Yes; it is roughly correct. 

Senator Miiirgrn. Yes. So, will you tell us what the fund is do- 
ing in the way of trying to break down the restrictions? I am think- 
ing of quotas, export and import licenses, monetary licenses, and other 
monetary controls. 

Mr. Sourarp. Since, as I said, the statement you made is roughly 
accurate, the fund does make a distinction between what I could call 
pure trade restrictions, not imposed directly or indirectly for balance 
of payments reasons, and restrictions, in whatever form, which are 
a for balance of payments reasons; that is, for the purpose, 
broadly, of trying to deal with given countries’ reserve positions, and 
their over-all balance of payments. 

So that there are some restrictions which the fund, on examination, 
would feel were not germane to its business. But the fund has a 
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broad definition of exchange restrictions, which does include the great 
mass of the restrictions of the postwar period, even if they might look 
just like trade restrictions. 

The fund’s job is clearly set forth in its own articles. It must main- 
tain a continuous examination of restrictions. It is mandatory for 
the fund, by March 1, 1952, in other words, roughly, a year hence, to 
have careful and official consultation with all members to determine 
whether their present exchange restrictions, using exchange restric- 
tions in this very broad and comprehensive sense, are needed in terms 
of their exchange stability. 

Senator Miuiuikin. The f figure in GATT, I understood, was changed 
in January 1951? 

Mr. Sournarp. Our date cannot be changed; it is written in the 
Articles of Agreement. 

Senator Miiiikrn. It is in the agreement itself? 

Mr. Sournarp. Yes. In addition, beginning last year it was man- 
datory for the fund annually to publish a comprehensive review of 
restrictions. I believe you have seen the first of those. We are cur- 
rently engaged in the last stages of preparing the second one. That is 
a separate public ation which I think you have seen. But much more 

articularly, Senator, it is not only a matter of these general and 
for ‘mal studies or reviews. The fund is in continuous contact with its 
members privately and quietly, to see what can be done to reduce 
exchange restrictions, get rid of multiple rates, and simplify their 
exchange rate structures. 

Senator Mintuixin. What is your organization for making the 
studies? How far along are you on it? 

Mr. Sournarp. We have not only a separate division of the fund, 
which is called the Exchange Restrictions Department, with a staff 
and experts, but in addition to that the geographic divisions, which are 
in direct touch with the countries, have to join in that continuous task, 

Every mission we send out to a country has among its duties to dis- 
cuss with that country the possibility of getting rid of the various 
restrictions, and the multiple rates. I think that our organization is 
full and effective in the field. Now, if you ask me what results we are 
having, it is somewhat different. 

Senator MiLiiKin. Well, give us a general idea of the results. 

Mr. Sournarp, I think superficially the results have been, so far, 
discouraging. Multiple rates, various exchange controls and exchange 
restrictions ‘still are, almost universal, with really only a handful of 
countries, maybe 8 or 10 countries or so, that are completely free of 
them. 

On the other hand, the general improvement in—— 

Senator Mriiuikin. Those are small countries, are they not, those 
countries ? 

Mr. SourHarp. Yes; aside from us, they tend to be the smaller coun- 
tries ; but Mexico is a good example of a moderately large country, with 
no restrictions; Cuba, a country of big trade, with no restrictions of 
consequence ; Canada, decreasing restrictions. There are some 

Senator MriuiK1n. I think I read a list in one of your reports, and 
my own quick impression was that the whole impact of their restricted 
trade was Very small. 

Mr. Souruarp. Very small, sir. 
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Senator Miniiqin. Considering the whole field of the subject; is 
that correct ¢ 

Mr. Sourmarp. Yes. There are some bright lights in the world. 

I think, however, the improvement in the reserve positions of many 
countries—I think of the Latin-American countries as a whole group— 
is making it possible for them for the first time since the war to come 
to grips with this practical task of getting rid of restrictions in 8 
mee that they themselves are recognizing. We are seeing very impor- 

tant evidences in Latin America, [ believe. To name an encouraging 
case, we have the recent case of Colombia, which has just publicly 
announced decisive steps in this direction. I myself am optimistic 
that in the next 12 months we are going to see a number of those coun- 
tries rid themselves of very complex exchange-control mechanisms 
and rates. 

I think if the Korean episode had not hit us we could have said the 
same thing with respect to even more areas, even some in the sterling 
area and in Europe. But now, as I think you would recognize, there 
are new uncertainties that are prompting countries to mark time, and 
not take their controls off too fast, because of cautiousness, of wonder- 
ing what the impact of inflation may turn out to be, and so on. 

Senator MiuiiKrn. It is the conclusion of the fund, is it not, that 
many of these restrictions of the type that we are talking about go 
beyond monetary necessity and do, in fact, represent trade discrimina- 
tion; is that not correct ? 

Mr. Souruarp. It is the clear conclusion of the fund that that may 
well be the case, Senator, but it is very difficult to trace out the cases, 

Senator Miuiikin. I am reading from page 12 of your report of 
March 19, 1950, as follows: 


Not all forms of restrictions lend themselves equally well to discrimination on 
the basis of countries or foreign currencies. <A scrutiny of the prevailing restric- 
tions indicates that almost all of them contain some element of discrimination 
between country or currency areas. 

Mr. Sournarp. That is right. 

Senator Minuixtn. Would you say that is true? 

Mr. SourHarp. I would agree with you. 

Senator Miturkin. Now, what does the GATT, as such, contribute 
toward this study that you are making, of these discriminations ? 

Mr. SourHarp. Nothing, sir. 

Senator Mirkin. Nothing? 

Mr. Sournarp. It is our iob 

Senator Miturkin. Mr. Chairman, that is all that occurs to me at 
this moment. 

The CHarrman. I have no questions. 

You have been requested, I believe, to furnish some data for the 
record ? 

Mr. SourHarp. Yes. 

The Cuatrman. And you have some memoranda on that as to what 
you will furnish? 

Mr. Sournarp. Yes, sir. 

The Cuatrman. If you will get it up to us, we would appreciate get- 
ting it as early as you can. 

Mr. Sourwarp. Yes, sir. 

The Cuairman. We thank you, sir, for your appearance here. 





TRADE AGREEMENTS EXTENSION ACT OF 1951 1431 


Mr. Sourmarp. Thank you, sir. 

(Discussion off the record.) 

The Cuarrmman. I do not think we have any further witnesses sched- 
uled for these open hearings unless something develops and we want 
to reopen them for some other purpose. 

(By direction of the chairman, the following statement is made a 
part of the record :) 


STATEMENT OF SENATOR ARTHUR V. WATKINS, OF Utan, Berore SENATE FINANCE 
COMMITTEE ON H. R. 1612, TRADE AGREEMENTS EXTENSION 


i am happy to avail myself of this opportunity to present to this committee my 
views in connection with your consideration of H. R. 1612, the Trade Agreements 
Extension Act of 1951. 

I urge this committee to report out this bill with the provisions for protection 
of American industry and jobs. Each segment of the American economy, agri- 
culture, mining, manufacturing, trading, cannot but benefit from the peril-point 
feature. 

The escape clause, the limitation on tariff reductions on price-support Products, 
and the withholding of future tariff concessions from Communist areas, all are 
forward steps in the progress of our foreign trade and our own economy, 

The State of Utah has a vital stake in the results of the deliberation of this 
committee and this Congress in connection with these proposals. 

Our mining industry is still a sick industry despite the programs under the 
Defense Production Act, to stimulate development and exploration. Its plight 
would have been desperate except for the national emergency. 

While many factors have contributed to this situation, one of the most impor- 
tant has been the importation of foreign mineral concentrates and ores, much 
of it from countries within the orbit of Communist Russia. 

The continued reduction of the tariff under this misnamed reciprocal-trade 
program, when coupled with the ever-increasing cost of operation in our domestic 
mines threatens the very existence of the American mining industry. They 
just cannot compete with the virtually free importation of these metals from 
countries where labor conditions are little above the slave classification, and 
where modern machinery and equipment, technical assistance and so ferth are 
being furnished by the American taxpayer. It seems to be an anomalous situa- 
tion where the American stockholder and worker as taxpayers are being nego- 
tiated out of their holdings and jobs by the striped-pants group in the State 
Department at closed-door sessions in places like Geneva, Switzerland; Annecy, 
France; and Torquay, England, where just such a session is now taking place. 

If the protection features of the measure now receiving the attention of this 
committee had been in effect during the past years, when these agreements which 
have sapped the vitality of our American mining industry, were being negotiated, 
the State Department would not have been able to sell our American workmen 
down the “free trade” river. 

In my State alone many mines are closed down and one large smelter out of 
four in Salt Lake Valley is permanently closed—this in the face of our present 
high demand. 

A long step toward a healthy American mining industry can be made by the 
passage of H. R. 1612 with the four protective features written in by the House. 

A close analysis of the State Department’s activity in the field of foreign trade 
leads to the conclusion that our agricultural programs are being deliberately 
subordinated to a free-trade program promulgated regardless of its cost. 

I strongly urge the retention of section 8, for nothing less than that will 
protect American agriculture from cheap foreign competition. 

A conflict between the Department of Agriculture and its policies on price 
supports and the Department of State and its policies of free trade is obvious to 
even the most casual observer in this field. I have received hundreds of letters 
from my home State asking why we are importing foreign produced eggs, pota- 
toes, butter, powdered milk, and many other commodities while at the same time 
we are spending hundreds of millions of the American taxpayers’ dollars to buy 
up and frequently to destroy the same products grown in our own market. It 
appears ridiculous to our farmers and even more so to our foreign competition 
for us to destroy our homegrown foodstuffs, while we send huge sums to bring 
in identical foreign products. 
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The American livestock industry especially in the west and northwest has 
suffered severe set-backs as a result of this so-called reciprocal trade program. 
Argentine beef and Communist-grown Polish hams have been coming in at 
the rate of millions of pounds every month. We do not object to clean competi- 
tion, but this is not clean competitjon in any sense of the word, and so long 
as we maintain our own high standards, we should, in all fairness, regulate im- 
ports from countries which do not maintain those standards. 

The American people are just not being told the truth about this program. 
An article in the New York Times of March 31, points out some aspects of this 
“zlobalony” thinking and what is happening at the present negotiations in Tor- 
quay. It would seem that no agreement is going to be worked because of the 
English Dominions’ insistance on maintaining the Empire preference. 

3ut even more dangerous is the fact that as this article points out, the rela- 
tionship of the United States with other member nations of the General Agree- 
ment on Tariff and Trade is likely to be further impaired, of course, the existing 
agreements would stay in effect in the event no other agreement is reached. 

The American taxpayers should also be told that the negotiators who have been 
at Torquay for many months are spending about $1,000,000 of our taxpayers’ 
money just for expenses. Quite a heavy expenditure for the privilege of putting 
ourselves out of business and jobs. 

The American taxpayers should be told that far greater barriers exist in 
foreign countries against our exports than ever before. Compare this with 
the average United States tariff of 6 percent, the lowest in our modern history. 

The real factors inhibiting world trade are currency restrictions, export and 
import licensing, quotas, empire preferences, and other forms of restriction 
among the many nations the American taxpayer is supporting with Marshall 
plan aid. 

While I have only cited two major industries as being affected by this free- 
trade program of the State Department, I know the committee is fully cognizant 
that almost every aspect of American economy is affected. 

It is high time we stopped trading one industry off against another. 

The huge, wealthy mass production industries may benefit from increased 
exports under this program, but we must not destroy our small independent 
groups on this sacrificial altar of free trade. 


(Whereupon, at 12:30 p.m., the committee adjourned.) 
x 








